BANKER’S MAGAZINE, 


Statistical Register. 


Vo. IX. THirRp SER1ES)5 NOVEMBER, 1874. No. 5. 








MONETARY STABILITY AND ITS INTERRUPTIONS. 


One of the most interesting features of the money market is the 
stability with which it has preserved its ease and quietude, not- 
withstanding the threatened interruption of both by recent events. 
A return-wave from last year’s financial panic seems to have 
struck the credit machinery of the country during the last month, 
and the result is not yet fully developed. Still enough has 
transpired to confirm in a very gratifying way the anticipations of 
those among us who have taken a hopeful view of the situation. 
In various parts of the country, and especially in its finan- 
cial centres, there are, as is well known, considerable amounts of 
extended indebtedness, originating a year ago. Much of this 
renewed paper has matured within the past few weeks, and this 
circumstance has been looked forward to as one of the contingen- 
cies which hung over the money market. To say that several 
suspensions have thus been caused in New York or elsewhere, and 
that the state of credit in certain quarters threatens further disasters, 
is therefore to report what has long been looked for as inevitable 
and certain. One of the most noteworthy features of these fail- 
ures is that in their extent and frequency they fall below what 
might have been feared. 

As to their magnitude, it has been much disputed, and the 
authorities differ greatly on the subject. What all agree upon is, 
that the amount so far is relatively small, especially if it 
be compared with the probabilities of a few months ago. In the 
next place, we are assured that one-third of the disasters recently 
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reported have arisen from speculation. Obligations outside of the 
proper business of the suspended firms have drifted them into the 
gulf of insolvency. It has not escaped the notice of foreign ob- 
servers, and it is quite a familiar remark among ourselves, that, 
American merchants and manufacturers are less afraid, than the 
same class are found abroad, to take money out of their business, 
and to risk it in outside ventures. Multitudes of men, who 
have barely enough floating capital to carry on their establishments, 
and who are consequently in a chronic state of perplexity about 
money, instead of seeking year by year, as their gains increase, to 
keep their growing capital in their business, where it can fructify 
under their own eyes, and can give new efficiency to their own 
skill and organized industrial machinery, have no hesitation in 
discarding such an old-fashioned policy, and plunge into a multi- 
tude of engagements of various kinds as fast as their growing 
means give into their hands the control of capital for such 


investments. 

Here we have one of the numerous results of that restlessness, 
ingenuity, and unquenchable spirit of enterprise which have always 
flourished in this country, and constitute one of the most active 
sources of its rapid material progress. However valuable this 
adventurous spirit may be it must be duly restrained, if it is to be 
conducive to national and individual growth in wealth. This ener- 
getic expansiveness has its limits and its laws. By these laws its 
force must be regulated, or disaster will ensue. To the neglect of 
such control most of the panics in this country owe in part their 
origin and violence during the past forty years. Other causes 
have of course co-operated, but that we have mentioned is among 
the chief. It is far from our purpose to undervalue, or to put a 
single needless restraint on wholesome enterprise, which multi- 
plies and endows with such resistless energy the mechanism of our 
national resources. We are here regarding the consequence of its 
abuses, with a view to learn therefrom how to deal with the 
present and prospective evils these abuses have fostered in the 
monetary organism. In examining the list of failures for the last 
few weeks we shall find abundant reason for applying the princi- 
ples and cautions that have just been suggested. 

There are also firms who are in trouble just now from the 
shrinkage of values and the heavy fall in prices. But for the ex- 
traordinary downward turn in so many staple articles of merchan- 
dise, it is safe to say that more than one-half of the failures we are 
discussing would have been averted. This cause of financial 
trouble is generally felt all over the commercial world. In 
England and on the continent of Europe its effects are 
among the most notable movements of the industrial and com- 





mercial history of the time. There are many reasons for the belief 


that our mercantile and industrial interests will struggle through 
the violent currents of financial trouble which they have to trav- 
erse in common with the sister interests of the Old World, and 
will emerge on the solid ground with at least equal safety and 
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exemption from serious exhaustion. Of course a season of de- 
clining prices is always perilous. It threatens individual fortunes, 
and it lowers the tone of the industrial organism. Still, such a 
decline in prices has its compensations. For example, it stimulates 
by a well-known economic’ law the activity of future production ; 
besides which the cases are not rare in which, as in that of petro- 
leum, a heavy fall in the price gives us the command of a much 
wider market abroad; which, when once acquired, will probably 
continue ours hereafter when the return of higher prices makes 
it a source of greater gain. 


It is superfluous to point out the obligation which rests on 
bankers and creditors to extend, at a time like the present, the 
utmost amount of accommodation which the rules of good bank- 
ing justify, to their dealers. As to a certain class, who have 
been plunging recklessly into outside speculations, it may be im- 
possible to save them from the ruin they have provoked. But 
with many debtors it is far otherwise, and all that is needed is 
a little forbearance on the part of creditors, who will often be led 
by the judgment of their bank. It is unnecessary to insist on this 
point with the memory of the Jay Cooke panic so fresh in our 
minds. Every one knows that the rapidity with which that finan- 
cial outbreak was quelled, and the narrow limits to which its 
ravages were confined, must be regarded as due to the wisdom 
and forbearance exhibited by our banks. To the same principles 
of forbearance and wisdom we no doubt are indebted for our 
exemption from panics during so many years prior to 1873. To 
the prudence which for the most part presides over our banking 
mechanism in the great cities, as well as to the firm union which 
more than ever before is possible among the banking interests 
throughout the country, we must look for safety in the future panics 
which may threaten us hereafter. 


A more important question in a practical point of view is as 
to the causes of that stability, which, notwithstanding the recent 
monetary troubles just referred to, has been so prominent a charac- 
teristic of the monetary situation. These causes are the more 
worthy of examination, that they indicate changes of some magni- 
| tude, which are taking place in our financial machinery. First of 
i) all, we must of course take into the account the abundance of 
| loanable capital with which the money market is at present sup- 

plied. But for this circumstance it would be vain to expect sta- 
bility in the loan market. For all experience proves that the first 
and chief condition of monetary tranquillity is that there should be 
a healthy proportion kept up between the floating and the fixed 
capital of the community. Hence, as Mr. Tooke observes in the 
third volume of his History of Prices, panics very frequently take 
their origin in a disturbance of this proportion. He instances the 
memorable British crisis of 1847, which resembles in many respects 
our own panic of last year. Both these crises were due to rail- 
road expansion. 











November,. 





BANKER’S MAGAZINE. 


332 


Secondly, we are not depleting our money market so rapidly 
as for some years past, either for the construction of railroads 
or for any other fixed permanent works. Many persons suppose 
that all panics result from the destruction of capital as their 
chief, if not their sole cause. This is a very narrow and 
imperfect explanation. It is the function of capital to perish 
and to be destroyed continually. That is the only process 
by which it can be made useful to build up the organism of the 
public wealth. Capital is the food on which the industrial system 
lives and grows. Hence, we see that the mere destruction or using 
up of capital for productive works is not and cannot be the evil 
that makes a panic. If we would learn what it is that does the 
mischief and brings on a crisis, we must look rather to the exhaus- 
tion of the reservoir of floating capital, and to the fact that the 
conversion of such capital has been going on with too great ra- 
pidity into fixed forms. If a nation has allowed itself for six or 
eight years to spend too much of its floating capital in railroads, 
as England did prior to the panic of 1847, and as we did prior to 
the panic of 1873, then it will be found that this partial exhaustion 
of the reservoir constitutes the chief danger of the monetary situ- 
ation, and the remedy must consist in the restoration of the 
equilibrium. For this equilibrium, as we have said, is an indis- 
pensable condition to the healthy working of the financial organism 
in any commercial country of modern times. 


Thirdly, we are beginning to realize the benefit of the rigid 
economy which all classes of our people have been practicing 
during the past year; and the consequence is seen, not only in 
the immense amount of old indebtedness which has been liqui- 
dated, but in the revival and reproduction of capital, which, being 
sunk in unproductive works, became temporarily unavailable through 
the panic. 

These principles suggest an explanation of some features of the 
present money market, which have puzzled not a few merchants 
and bankers of experience. For example, there has been a gen- 
eral anticipation that the rate of interest would rise as usual this 
fall. For some years past, we have invariably had an autumn 
stringency, and year by year the pressure seemed to grow more 
severe. This year, in consequence of the recent panic, the 
periodical stringency was expected to be troublesome, and our 
mercantile and banking community made preparations accordingly. 
Their fears have not been realized. Money is at three per cent. 
on call in the middle of the very season in which for years. it has 
always ranged at extreme rates. Many theories have been offered 
as to this unexpected ease. Some persons account for it on the 
principle that stringency, if the public expect and provide for it, 
is prevented and kept away by the very fact of previous prepara- 
tion. If everybody is provided with money beforehand, the bor- 
rowers will be few when the time arrives for the anticipated pinch. 
Others point to the well-known circumstance that the volume of 
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mercantile business is smaller than usual, and, of course, a dimin- 
ished volume of transactions will require a diminished volume of 
capital to carry them on. Hence there is less demand in the money 
market, and a plethora of loanable funds is the natural result. 


There is some force in all these arguments. They are generally 
believed, however, to be unsatisfactory and partial. If we would 
understand more completely the causes of the present ease in the 
loan market we must look in some other direction. Recurring to 
what what was said above, as to the importance of not draining 
off floating capital or converting it too rapidly into fixed capital, 
we have a more satisfactory explanation of the present monetary 
situation. During the last six years, the United States have in- 
vested in railroads over 250 millions of capital a year. This 
enormous amount of floating funds has been drained very swiftly 
from the money market, and would offer by itself a sufficient rea- 
son, without any other extraordinary drain, to account for the 
pressure which. has been so often complained of. The floating 
capital, which, but for this, would have been ample to carry on 
the mercantile business of the country, has been diverted from its 
old channels, and the wonder is that the evil results did not 
break out sooner and spread themselves over a wider field. When 
we look into the financial situation of to-day, we find one of its 
chief characteristics to be that the drain we have been speaking 
of has almost wholly ceased. The reservoir of the money market 
is no longer depleted by half a dozen great finance firms who 
would borrow all the floating funds from the banks, and thus cut 
off the supply from the mercantile community. Some of these 
financing firms have failed, while others have turned their atten- 
tion to more promising work than the building of railroads. The 
consequence is that the money market is partially liberated, and 
resembles at present a locomotive which has dropped the heaviest 
part of its load of cars. Having a lighter burden to draw, it is 
more free and more easy in its movements. 


Again, there is another aspect of the money market which must 
not be overlooked. For several successive years it has been dis- 
turbed by speculative manipulation. An organized body of brokers 
have combined together, and put up the rates for money, evading 
the usury laws by charging the legal rate as inéerest, but adding to 
this sum a gratuity for themselves of 4% or { per cent.aday. This 
gratuity, or brokerage, amounted sometimes to as much as 1 per 
cent. a day, or even more in times of extreme pressure. It is 
beside our purpose to trace the rise, culmination, and downfall of 
this organized combination for artificially perturbing the money 
market. We mention it only to show how this, with other forces 
which formerly produced disturbance, has temporarily ceased to 
do so. Most of the “tight money men,” as they used to be called, 
have come to grief, and, as yet, their place has not been supplied 
by successors of sufficient strength to emulate their achievements. 
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Any account of the forces which tend just now to keep the 
money market stable and tranquil would be incomplete if it failed 
to take into the account the financial legislation consummated by 
Congress last session. It is true that the law of 1874 did not 
accomplish much, but what it did accomplish is regarded as final. 
The reforms do not go as far as we could wish, but they travel 
in the right direction, and they mark another resting-place, at 
which the business and finance of the country may repose prior to 
a future attempt to gain still higher ground. What Congress has 
done in the law of 1874 the country can rely upon as fixed and 
settled. Till a year or two shall have elapsed, the country will 
not be able to measure the precise effects of the reforms which 
have been achieved. Till then it will be imprudent, even were it 
possible, to take another forward step toward specie payments. 

This conviction seems to be accepted throughout the coun- 

try. It has tended, so far as it prevails, to establish confi- 
_ dence. While few things are so disturbing to business as fluc- 

tuations in the monetary circulation, the putting an end for 
some years to all fear of currency perturbation must exert a favor- 
able stimulus upon commercial and financial prosperity. The 
act we are considering settled two points, which have eminently 
tended to the promotion of these beneficent ends. It has estab- 
lished a system of bank-note redemption, which is destined, when 
perfected, to give elasticity to that part of our circulating medium 
which chiefly needs, and is most receptive of, this indispensable 
requisite of a sound currency. Secondly, the law has put an end 
to all future dispute as to the legal aggregate of the greenback 
circulation. Under the Constitution of the United States Congress 
cannot issue legal-tender notes except for war purposes. The 
greenbacks now outstanding were so issued. When their amount 
was last fixed by act of Congress, the maximum was stated at 
four hundred millions. It is now by the recent law brought down 
to the level of 382 millions. The limit, having been fixed by law, 
cannot be overstepped hereafter. This is finally decided; and 
although the greenback maximum is fixed at 382 millions instead of 
356 millions, still it is much better for the country to have the 
question settled as it is than to leave it open, as it has so long 
been left. Some of the inflationists are hoping to bring up the cur- 
rency question in Congress next session, and to revive the mis- 
chievous controversies which have done so much harm to business 
since the war. There is little prospect, however, that these pro- 
jects will attract much attention. Public opinion does not regard 
them with the slightest favor, and we often hear it said by. men 
of business that there would be general relief throughout the 
country, if the currency agitation in Congress could be stopped 
altogether for the next ten years. 
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THE BANKS AND THE COMPTROLLER OF 
THE CURRENCY. 


A brisk correspondence with the Comptroller of the Currency 
has been kept up by bank officers of the interior in regard to 
two or three questions of general interest. One of these refers 
to the use of time-drafts. The Comptroller, having received in- 
formation from New York that a number of National banks in 
the West and in the South were in the habit of issuing time- 
drafts, instructed the bank examiner here to investigate the facts. 
That officer reported that the information was correct. The names 
of various banks being mentioned to the Comptroller, he wrote 
to each of these institutions announcing to them that time-drafts 
are forbidden by the National banking law. Surprised at this 
action on the part of the Comptroller, several banks wrote to this 
office asking our opinion on the subject in dispute. We imme- 
diately applied to the Comptroller for information. With his usual 
promptitude, Mr. Knox responded that the issue of time-drafts 
is regarded as unlawful to the National banks, because “ Section 
23 of the National Bank Act prohibits the issue of post-notes ; 
and section 53 provides for the forfeiture of the charter of National 
banks for any violation of the provisions of the Act. The Na- 
tional Bank Act is, therefore, construed to prohibit the issue of 
time-drafts,—the penalty for which is forfeiture of charter in the 
manner provided in the section referred to.” 


On examining section 23, cited by the Comptroller, it will be 
found to forbid the issue of “post-notes or any other notes to 
circulate as money except such as are authorized” by the National 
Banking Act. Now, the only notes which that Act sanctions are 
the ordinary bank notes. Hence the issue of time-drafts, as the 
Comptroller claims, would bring the offending bank under the 
penalties of section 53, which declares “That if the directors of 
any association shall knowingly violate, or knowingly permit any 
of the officers, agents, or servants of the association to violate, 
any of the provisions of this act, all the rights, privileges, and 
franchises of the association derived from this act shall be thereby 
forfeited. Such violation shall, however, be determined and ad- 
judged by a proper circuit, district or territorial court of the 
United States, in a suit brought for that purpose by the Comp- 
troller of the Currency, in his own name, before the association 
shall be declared dissolved. And in cases of such violation, 
every director who participated in, or assented to the same, shall 
be held liable in his personal and individual capacity for all dam- 
ages which the association, its shareholders, or any other person, 
shall have sustained in consequence of such violation.” 


It is evident that the whole discussion rests upon the definition 
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of post-notes. If, as the Comptroller claims, these notes are identical 
with time-drafts, then time-drafts are forbidden under the penalty 
which is denounced by section 53. The precise question to be 
decided turns therefore upon the nature of the contract expressed 
in the instrument, which will be a time-draft in some cases and 
not in others. For example, a correspondent sends us a canceled 
draft, purporting to show that “Jacob *Houston has deposited 
$1,000, payable two months after date, to the order of himself 
on return of this certificate properly endorsed, with interest at the 
rate of — per cent. per annum. If not presented at maturity, to 
be considered as a renewal on same conditions.” 


We presume that there are few lawyers who would contend 
that this certificate of deposit does not partake of the nature of 
a time-draft. It is a contract by which the dealer lends his 
money for two months on interest, and the banker binds himself 
to pay it in two months, or to renew his contract at the same 
rate of interest. Another form of deposit receipt, which has been 
submitted to us, appears not to be open to this objection. It is 
conspicuously stamped with the words, “deposit receipt,” and is 
as follows: “Received from Jacob Houston the sum of one 
thousand dollars for which we are accountable on demand with- 
out notice, with interest at — per cent. per annum, on the return 
of this receipt properly endorsed. No interest will be allowed 
if presented within fifteen days from date.” On its face, this 
document has a very different character to that given above. 
The dealer in this case does not lend his money to the bank 
for any definite period. He has a right to draw it out of the 
bank on demand. But if he lets it lie fifteen days or more, the 
bank agrees to pay him interest on his deposit, and not otherwise. 


There are, indeed, some persons who claim that the banking 
law does not forbid the issue of time-drafts. They argue that, 
even if the nature of the contract expressed on the face of the 
draft clearly shows that it is a time-draft, and not a simple de- 
posit receipt payable on demand, the bank may still be exculpated 
from the charge of violating the law. In defense of their posi- 
tion, they cite the 36th section of the Bank Act, which enacts as 
follows: “That no association shall at any time be indebted, or 
in any way liable, 40 ax amount exceeding the amount of its capital 
stock at such time actually paid in and remaining undiminished 
by losses or otherwise, except on the following accounts, that is 
to say: 

“ First. On account of its notes of circulation. 

“ Second. On account of moneys deposited with, or collected by, 


such association. 
“ Third. On account of bills of exchange, or drafts drawn against 
money actually on deposit to the credit of such association, or due 


thereto. 
“ Fourth. On account of liabilities to its stockholders for divi- 


dends and reserved profits.” 
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Of this section, the only important part for the present discussion 
is the clause which we have put in italics. Two points have been 
raised upon it. rst, it is argued that National banks can legally 
issue drafts on the conditions specified, even though these issues be 
time-drafts. Secondly, that no restrictions on such drafts are pre- 
scribed by the law save the two restrictions here’ set down, which we 
have italicised above. Conceding, for the sake of argument, that 
these points are well taken, and that the 36th section fairly bears the 
interpretation here put upon it, we do not see how it helps to justify 
time-drafts, if, as the Comptroller says, such drafts are positively 
forbidden in section 23. The latter section being so explicit and 
positive, it must clearly be taken to explain and limit the less explicit 
provisions of section 36. 

We are thus sent back to the question with which we started : “Are 
time-drafts identical with post-notes?” Every one knows what a 
time-draft is; it is an instrument that conveys a title which will 
mature hereafter ; it is a contract to pay cash, not on demand, but at 
a distant period ; it conveys no right to sue until the prescribed period 
has elapsed. In this it differs from a demand obligation, which con- 
veys the right to sue from the instant of its delivery. This is the 
essential distinction between the instrument called a time-draft and 
other instruments payable on demand. 


Now, let us turn to the post-note. Its name indicates its dis- 
tinctive meaning. Bouvier defines it to be “a bank-note payable 
at a distant period, and not on demand.” Webster defines the post- 
note to be a note “payable at a future time.” Parsons defines a 
post-note as follows: 

* Post-notes seem,” he says, “to occupy a position between the 
bank bill on the one hand, and the promissory note on the other. 
They are payable on time, and are still intended to circulate as 
money. They are not generally subject to the rules of promissory 
notes, but are like bank bills. In some of the States they are void by 
statute.” If Mr. Parsons’ Zreatise on Promissory Notes, from which 
we quote, had appeared in 1864 instead of in 1862, he might have 
added the National Banking Law to his statutes prohibiting post- 
notes. Other writers state the difference between post-notes and 
simple certificates of deposit to be, that the post-note expressly 
indicates a contract binding both parties, and maturing in the 
future; certificates only supply evidence of a debt due by the 
bank. These writers distinguish post-notes from ordinary bank 
notes by saying that the former contain an executory contract, a 
promise not due on demand, and therefore not within the sphere 
of sound banking. 


From these definitions we see clearly what the term post-note really 
comprehends. It is a general term comprising all bank-notes, of 
every kind, on time—all instruments of this character in which time 
forms an essential element of the contract. In legislation the word 
post-notes is used to draw a clear, bold line of demarcation be- 
tween banking paper and commercial paper. In this country it is 
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a recognized principle of sound banking, that although merchants 
may issue post-notes, bankers should not issue such notes in any 
form, whether as time-drafts, acceptances, or otherwise. The Na- 
tional Currency Law borrowed this prohibition from the Banking 
Law of the State of New York, where it began to be established, 
we believe, in 1829, and was gradually developed into its present 
form by successive improvements extending over a quarter of a 
century. The law as it now stands in our Revised Statutes enacts 
as follows : 

“No banking association, or individual banker as such, shall 
issue or put in circulation any bill or note of said association or 
individual banker, unless the same shall be made payable on de- 
mand, and without interest, except bills of exchange on foreign coun- 
tries, or places beyond the limits or the jurisdiction of the United 
States, which bills may be made payable at or within the custom- 
ary usance, or at or within ninety days’ sight; and every violation 
of this section by any officer or member of a banking association, 
or by any individual banker, shall be deemed and adjudged a 
misdemeanor, punishable by fine or imprisonment, or both, in the 
discretion of the court having cognizance thereof.” Laws of 1840, 
ch. 363, § 4, as amended 1850, ch. 251. 

This statute has resulted in the suppression of all issues of 
time-paper by the banks and bankers of this State. It was evi- 
dently the intention of Congress to effect a like wholesome reform 
for the National banks all over the country. In view of these 
facts, the Comptroller is therefore justified in the action he has 
taken for the suppression of post-notes, whether under the form of 
time-drafts or not. 


An objection has been raised, alleging that these time-drafts 
are not intended for use as money. ‘The Comptroller is only 
authorized, say the objectors, to apply the statute to such post- 
notes as are intended to circulate as money. A like objection was 
argued in 1840 in the Supreme Court of this State, and it was 
held, in a memorable case, by Judge Cowen, that post-notes are, 
in their form and nature, an unsecured, unregulated sort of paper- 
money, and that they might be “passed from hand to hand, and 
are to all intents circulating bank-bills, so far as facility of trans- 
fer is concerned.” As to the alleged want of purpose to create 
such a medium, or the absence of intention to circulate post- 
notes as money, the Court said that “the intention of an action 
must be judged by its necessary consequences. When these are 
directly pernicious, the intent to work a mischief becomes a con- 
clusion of law.” Safford v. Wyckoff, 1 Ai//, 14. The same rule 
was affirmed by Chief-Justice Bronson, in 1844, who declared “that 
the prohibition was not limited to post-notes when they might pos- 
sibly be intended for circulation as money, and at no other time. 
The law was designed to prohibit such notes altogether, for any 
purpose.” Swift v. Beers, 3 Denio, 70. This rule has been uni- 
formly held for more than thirty years in all the courts of this 
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State. A similar principle will, no doubt, be recognized in the 
United States courts for the interpretation of the National Banking 
Law, whenever the necessity shall arise for its application. We 
print on page 382 some suggestive correspondence on the danger 
of using time-drafts as a means of evading the stamp tax on 
checks. Such a use is condemned by every principle of sound 
banking as well as of rectitude and good citizenship. 

Another question which is agitated, relates to the re-distribution 
of bank currency under the law of June 22d, 1874. Since that 
law was passed, some forty new banks have been authorized, with 
an aggregate of more than three millions of capital. But there 
are some seven millions of bank-notes which have been relin- 
quished. It has been supposed that these seven millions would 
have been available for re-distribution. The Comptroller, doubting 
the powers given to the Treasury under the law, asked for the 
opinion of Attorney-General Williams. In his communication, the 
Comptroller analyzes the condition of the National bank cir- 
culation, and states the probability that a sufficient amount of the 
notes of banks which have legal-tender notes on deposit with the 
Treasurer will be redeemed, to supply his office for a year to 
come with circulation for distribution to banks to be organized 
in the States which are deficient. The question is, whether 
he shall distribute the currency which he has, or shortly will 
have, in hand; and whether, until it is exhausted, he shall re- 
frain from making the requisitions directed by the seventh section 
of the act for the purpose of filling applications for National bank 
notes coming from the States and Territories having less than 
their due proportion of this circulation. The Attorney-General, in 
reply, refers to his recent letter to the Secretary, in which the 
opinion is expressed that “for the re-distribution to the extent of 
$ 55,000,000 of bank-notes, as provided for by the act, the Comp- 
troller of the Currency must under this law rely on requisitions 
for the withdrawal and redemption of these notes by banks in 
those States where there is an excess of such circulation, and 
that this is his only resource.” He reaffirms this opinion, and, in 
accordance therewith, the canal has issued a circular indi- 
cating the way in which the requisition is to be made. The new 
rules will not be at present troublesome, except the applications for 
currency in the defective States are much more numerous than has 
so far seemed probable. There is a growing conviction among the 
more intelligent leaders of public opinion in the West, that to increase 
the issue of greenbacks, or of bank-notes, is not the best way to 
make money easy to farmers; and that if they would bring capi- 
tal into contact with land, they must resort to a totally different 
expedient than that of multiplying new banks in advance of the 
business and commerce of the locality they wish to aid. 
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THE DECLINE IN THE EMIGRATION MOVEMENT. 


The falling off in the activity of emigration to the United States 
from foreign countries has attracted considerable notice both here 
and abroad, and as the facts have been misrepresented or dispu- 
ted, we have thought it desirable to obtain from the Commis- 
sioners of Emigration an authentic statement of the figures so far 
as they are placed on record. It may be well to recall the exact 
nature of the complaints to which we have referred as indicating 
a turn in the tide of emigration from the Old World to the New. 
First of all, it has been said that the aggregate arrivals of steerage 
passengers at this port have been smaller this year than in any 
past year since the great panic of 1857. Secondly, it has been 
declared that multitudes of emigrants have returned to their native 
country after vainly attempting to get employment here. 


These are the two general complaints which have been alleged, 
and what the public wish to know is how far either or both of 
them can be proved. In regard to the assertion that the arrivals 
this year have been smaller than at any time since the great 
crisis of 1857, it is not strictly true. In 1856 the total number 
of alien €migrants at the port of New York was 142,352; in 1857, 
183,773; in 1858, 78,589; in 1859, 79,322; in 1860, 105,162; bs 
1861, 653539; in 1862, 76,306; in 1863, 155, 844; in 1864, 180,29 
in 1865, 196,352; in 1866, 2335 418; in 1867, 242,731; in. oo 
213,695; in 1869, 258,989; in 1870, 212,170; in 1871, 229,639; in 
1872, 294,581, and in 1873, 266,818. Since 1847 the greatest 
number of emigrants in any one year was 319,223, in 1854, 
and the smallest number was 65,539, in 1861. 


As to the second point, it is open to question, inasmuch as no 
authentic record is compiled of the number of steerage passengers 
who leave this port for Europe. It would be difficult if not im- 
possible to obtain from the various steamship companies the re- 
quisite statistics. And if this were practicable, the labor of com- 
piling and digesting such data is too severe for us to hope that 
in our busy community any one can be found with sufficient 
leisure, ability and influence to undertake the task with success. 
In the absence of adequate statistics we have made special in- 
quiries, the result of which is that the fact seems established that 
an unusually large number of steerage passengers have this sum- 
mer gone to Europe from New York. Our informants explain the 
exodus in various ways. Some attribute it to the low rates at 
which -the steamship companies have been carrying this class of 
passengers. So active is the competition that tickets from New 
York to Liverpool and back have been selling as low as $15 in 
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some cases; while $20, and $25, are said to have been the 
highest rates asked. In confirmation we have been reminded that 
even the Cunard Company, the most exclusive of our steamship 
lines, and usually the “stiffest” in its rates, has covered the walls 
of New York with its placards offering to take steerage passengers 
at extremely low rates. Two or three classes of people take ad- 
vantage of these cheap steamship fares to Europe. Our people 
are more given to travel than their European cousins. Nothing 
is so natural as that the well-to-do emigrant should in a few years 
catch this national restlessness and love of travel. Ten years ago 
scarcely any of our business men, if native Americans, had ever 
seen Europe. Now almost every man you meet in Wall Street 
has been or is planning to go with his family, if only for a few 
months’ tour, so as to say they have been where it is the fashion 
to go. This rage for visiting Europe has perhaps been checked 
in some quarters by the panic, but it has been stimulated in others. 
We are assured that the savings of multitudes of our mechanics 
and small tradesmen have been devoted to procuring a trip to the 
old country for themselves and their families during the temporary 
dullness of trade, the cost being but little more than that of stay- 
ing at home. 


A more noisy and demonstrative class of passengers are those 
who were a burden and a trouble to themselves and their friends 
before they emigrated at first, and they have been a burden and 
a trouble to us ever since they came here. They will not, it is 
hoped, like the former class, return to us soon. We can well al- 
low them to speak as ill of us as of their own country, for in 
neither can a man thrive without industry, perseverance and pluck. 
A third class of returning emigrants are more to be pitied. They 
came here at an unfortunate juncture. They found business dor- 
mant. Their hopes have all perished, and they are likely to give 
a bad report of our country, as scores have done before them. 
They are going back to poverty in their own land rather than 
take the risks of remaining longer where they have met with such 
chilling disappointment. Some of these very men might become 

captains of industry, and make a career for themselves, if they 
would only work and wait. 


The lockout of the English laborers has had something to 
do with this return movement, and the strikes in the coal and 
iron regions have also tended to increase the scarcity of available 
labor. For the first time since the famous theories of T. R. 
Malthus were published on over-population and its evils, England 
has begun to doubt whether she has not been losing strength in 
losing emigrants. There is accordingly a new spirit of antipathy 
to emigration springing up in influential quarters, and a new dis- 
position to give a more cordial welcome to emigrants who return. 
These changes, however, in public opinion are of slow growth 
among our British kinsmen, and but for the temporary scarcity of 
workmen and the consequent rise in wages resulting from the 
strikes, very little influence would have come from this source 
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to attract emigrants from the infinitely superior prospects and ad- 
vantages offered to them and their children in this country. What 
these new influences have been able to accomplish is, to check 
new emigration, and to impose obstacles to the desire among the 
English working classes to better their condition by coming here. 
For some time to come we shall undoubtedly have less emigra- 
tion from England, Ireland, Wales, and perhaps from Scotland, 
than we have had. 

It is impossible to overestimate the advantages which the ma- 
jority of the emigrants to this country have secured to themselves 
and to their children. Moreover, in improving their private for- 
tune, they have done public good. 


. For example, in the material industries of this country, one of 


the most fruitful sources of rapid progress is notoriously to be 
found in the emigration movement, which has had no parallel in 
the history of the world. During the last half century it has 
brought seven millions of people of kindred races to make their 
homes among us. We cannot easily compute in money the sum 
thus added to the national wealth. As one-tenth of the immi- 
grants are workmen of more or less skill, it has been computed 
that on a fair capitalization of earnings the average value added 
by each immigrant to our national wealth must be more than 500 
dollars. On this low average it would appear that the immigra- 
tion movement of the last quarter of a century has augmented 
the resources of this country by 3,000 millions of dollars, or more 
than the aggregate of the national debt, with the debts of the 
various States, counties, and municipalities combined. Such esti- 
mates as these can, of course, be only approximate and conjec- 
tural. They offer but one of the factors for calculating the value 
conferred by a law-abiding, skillful, industrious population pouring 
itself so rapidly into a free nationality like ours, whose rich lands 
invite labor, and whose unrivaled climate, teeming resources, and 
liberal institutions stimulate inventive genius, and give full career 
to frugality and industry. It is one of the central principles of eco- 
nomic science, that to enlarge and concentrate population is to 
stimulate the forces which increase the wealth of nations. Not 
only does well-regulated emigration enrich the country by add- 
ing to its fixed capital so many millions of dollars a year, but 
it accomplishes an object of much greater value. It improves the 
organization of labor. It enables us to naturalize exotic industries 
suitable to our climate, soil, and to the genius of our people. It 
accelerates the movements and adds value to the products of 
that financial, commercial, and industrial machinery which is the 
creator of our material prosperity, and the guarantee of our re- 
cuperative resources. De Tocqueville very justly observes that 
some nations make better emigrants than others. The capacity 
of European operatives and farmers to develop that plastic apti- 
tude which is needed to fit them for citizenship in a new country 
was formerly very great. It is now said to be somewhat on the 
wane, and various new social forces evoked of late are tending to 
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contract the limits and lessen the numbers of the class which is 
most disposed and most suitable for successful emigration. 
Already the force of these influences is making itself visible. 
During the first nine months of this year England sent us 16,235 
emigrants, against 28,123 in the same period of the previous year; 
Ireland sent us 36,007, against 62,893 ; Wales sent us 1,470 against 
2,513; and Scotland sent us 4,656, against 7,268. The total is 
58,368 emigrants for the first three quarters of 1874, against 
100,797 for the same period in 1873. How these figures compare 
with those of other countries may be seen from the subjoined 
table, which gives the official figures, for which we are indebted 
to the Secretary of the Bureau of Emigration at this port: 


STEERAGE PASSENGERS LANDED IN NEw York. 
——- — -1873-—_ —_- ————— 1874 — 
Total 

1 Jan 1 Jon. 

September tox Oct. September. tox Oct. 
Austria = 1,341 : 143 
Australia 3 . 4 : 2 
PR soc lis paacnn : 5 I 
British America : oe : a 
Belgium : 511 : 44 
Bohemia ........---- : 3,238 285 
Canada : 39 : 14 
: 3 : 2 
Denmark } ; 5.527 , 341 
East India........... ; 14 “ I 
England , 5 28,123 3 ae 
France . 1,895 ‘ 369 
German Empire , ‘ 79087 a 3,718 
: I 


3 ‘ 
Hungary 616 
Holland : 4,103 
SS SCOT Tre 5 2 62,893 
Isle of Man 5 : 145 
Japan — R _— 
URS Se ae < 4,977 
Iceland 3 
Luxembourg : 439 
Malta e 5 
Mexico : 4 
Norway Bee ‘ g 5.742 
New Brunswick : 40 
New Providence R —- 
Portugal : 7 
re , : 43 
a, Saree 
Switzerland. -.. 
Scotland 
Sweden 
Spain 
South America......- 
Turkey 
United States 
Wales 
West India 
Nova Scotia 


{| Sere 124,608 
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It appears from these figures that the aggregate immigration for 
the nine months of this year is 103,283 less than for the same 
period of last year. The Russian immigration is 6,255 against 
4,100 for 1873. This large increase is due to the exit from Rus- 
sia of the Mennonites, who are a valuable class of agricultural 
population for us to receive. France has sent us 2,117 emigrants 
against 1,895 last year. From Germany the movement has been 
more interrupted than even in England. The arrivals this year 
were only 32,652 against 79,687 for the first nine months of 1873, 
132,705 for the whole year 1872, 88,601 for the year 1871, 73,250 
for the year 1870, 99,605 for the year 1869, 101,989 for the year 
1868, 117,591 for the year 1867, and 106,716 for the year 1866. 

It is easy to understand why the German emigration has been 
checked like the English. Soon after the close of the Franco- 
German war the increase in the emigration from 27,740 in 1862 
to 132,705 ten years later, attracted the attention of the Imperial 
Government, and of certain classes of the people. Petitions were 
presented to the Imperial Parliament asking that the licenses of 
the emigrant agents in Germany might be revoked, in order to 
stop their operations and thus prevent the country from being 
drained of the valuable classes of workmen who were flocking to 
the United States. To show the necessity for prompt action on 
the part of the authorities, it was stated that, within five years, 
fifteen thousand able-bodied laborers had left Pomerania alone for 
the United States, and that it had become almost impossible to find 
farm hands enough to work the estates of the landed proprietors. 
It was also proved that there was a very large emigration from 
Mecklenberg, amounting to about four thousand emigrants a year, 
whom it was considered very desirable to keep at home; from 
other States also complaints of a similar character were sent. 


The reason assigned for the exodus from Pomerania and Meck- 
lenberg was the impossibility of the laboring classes acquiring 
a freehold, owing to the old system by which large estates are 
retained in the hands of a few wealthy and noble proprietors; 
but this does not entirely explain the movement, since in other 
States where a different system of landed property prevails, small 
proprietors sell their lands at a sacrifice m order to obtain the 
money with which to emigrate. One main reason for it is said to 
be, that their friends who have come to this country, and have 
settled upon the cheap lands of the West, have generally realized 
material prosperity, and the letters of these people to their rela- 
tives and others at home are constantly attracting new emigration. 
Other influences, no doubt, have been operating in the same direc- 
tion, such as the increased taxation and cost of living in Germany 
since the Franco-German war, together with the army system, the 
benefits of which are counterpoised by burdens on commerce and 
shackles on personal freedom. No direct action has been taken, 
we believe, by the German authorities to keep back the tide of 
emigration, although public opinion seems to be in some quarters 
growing more hostile to it. 
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NOTES ON ECONOMIC FALLACIES AND THEIR 
AUTHORS. 


No. 2.—JoHN LAW AND THE MiIssIssIpPI BUBBLE. 


As the name of John Law is so often heard in connection 
with paper-money sophisms, it is somewhat singular that the real 
nature of his theories is so much misunderstood. Like many re- 
formers who succeed in unchaining pent-up social and financial 
forces, he was unable to keep these forces under command; and 
for the chaos which resulted he is held responsible, although no 
one was more surprised than himself that the Spirit of peace and 
prosperity which he summoned, changed so soon into a demon of 
disaster and discord. A succinct account of Law’s exploits is 
given by Mr. Senior, in his Oxford lectures, in which he does 
full justice to Law, while exposing the errors into which he was 
led, partly in consequence of his false views of the nature of money 
and credit, but chiefly by the imperious exigencies of the bank- 
rupt Treasury and a prodigal Government. Before we give Mr. 
Senior’s account of Law, it may be well to premise a biographi- 
cal statement as to who Law was, and what was his early prep- 
aration for the career which has made him so conspicuous a 
figure in the history of the eighteenth century. John Law was 
born in Edinburgh, in 1671, his father being a goldsmith of some 
wealth. At twenty years of age, John Law left Scotland, and 
did not return till he had made the tour of Europe, and plunged 
himself deeply into debt. He had an inquisitive spirit and an 
impetuous temper, and was addicted to gambling. His social 
habits, generous disposition, with a certain magnetic charm of 
manner, brov.>4 him into intimate association with the leaders of 
society in Lundon, Paris, and other European cities. After visit- 
ing various countries, he repaired to Holland to study the polity, 
the spirit and the traditions of that rich, resolute Republic, which 
had acquired the inheritance of the Venetians and Portuguese, 
and covered every sea with their vessels. 


Amsterdam was at that time the commercial metropolis of 
Europe. The interest on money there rarely exceeded two or 
three per cent. She had a bank, celebrated and mysterious, 
whose credit had withstood the invasion of Louis XIV., whose 
treasury seemed inexhaustible, and whose system was an enigma 
even to those who devoted themselves to the study of finance. 

Law, in order to investigate more closely the mechanism of 
this bank, became a clerk of the English Resident, and in this 
manner added greatly to his knowledge of all subjects connected 
with commerce and finance. 


He returned to Scotland about the year 1700, being then 
nearly thirty years old, and having acquired vast information. He 
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It appears from these figures that the aggregate immigration for 
the nine months of this year is 103,283 less than for the same 
period of last year. The Russian immigration is 6,255 against 
4,100 for 1873. ‘This large increase is due to the exit from Rus- 
sia of the Mennonites, who are a valuable class of agricultural 
population for us to receive. France has sent us 2,117 emigrants 
against 1,895 last year. From Germany the movement has been 
more interrupted than even in England. The arrivals this year 
were only 32,652 against 79,687 for the first nine months of 1873, 
32,705 for the whole year 1872, 88,601 for the year 1871, 73,250 
for the year 1870, 99,605 for the year 1869, 101,989 for the year 
1868, 117,591 for the year 1867, and 106,716 for the year 1866. 


It is easy to understand why the German emigration has been 
checked like the English. Soon after the close of the Franco- 
German war the increase in the emigration from 27,740 in 1862 
to 132,705 ten years later, attracted the attention of the Imperial 
Government, and of certain classes of the people. Petitions were 
presented to the Imperial Parliament asking that the licenses of 
the emigrant agents in Germany might be revoked, in order to 
stop their operations and thus prevent the country from being 
drained of the valuable classes of workmen who were flocking to 
the United States. ‘To show the necessity for prompt action on 
the part of the authorities, it was stated that, within five years, 
fifteen thousand able-bodied laborers had left Pomerania alone for 
the United States, and that it had become almost impossible to find 
farm hands enough to work the estates of the landed proprietors. 
It was also proved that there was a very large emigration from 
Mecklenberg, amounting to about four thousand emigrants a year, 
whom it was considered very desirable to keep at home; from 
other States also complaints of a similar character were sent. 


The reason assigned for the exodus from Pomerania and Meck- 
lenberg was the impossibility of the laboring classes acquiring 
a freehold, owing to the old system by which large estates are 
retained in the hands of a few wealthy and noble proprietors; 
but this does not entirely explain the movement, since in other 
States where a different system of landed property prevails, small 
proprietors sell their lands at a sacrifice in order to obtain the 
money with which to emigrate. One main reason for it is said to 
be, that their friends who have come to this country, and have 
settled upon the cheap lands of the West, have generally realized 
material prosperity, and the letters of these people to their rela- 
tives and others at home are constantly attracting new emigration. 
Other influences, no doubt, have been operating in the same direc- 
tion, such as the increased taxation and cost of living in Germany 
since the Franco-German war, together with the army system, the 
benefits of which are counterpoised by burdens on commerce and 
shackles on personal freedom. No direct action has been taken, 
we believe, by the German authorities to keep back the tide of 
emigration, although public opinion seems to be in some quarters 
growing more hostile to it. 
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NOTES ON ECONOMIC FALLACIES AND THEIR 
AUTHORS. 


No. 2.—JOHN LAW AND THE MissIssippPI BUBBLE. 


As the name of John Law is so often heard in connection 
with paper-money sophisms, it is somewhat singular that the real 
nature of his theories is so much misunderstood. Like many re- 
formers who succeed in unchaining pent-up social and financial 
forces, he was unable to keep these forces under command; and 
for the chaos which resulted he is held responsible, although no 
one was more surprised than himself that the Spirit of peace and 
prosperity which he summoned, changed so soon into a demon of 
disaster and discord. A succinct account of Law’s exploits is 
given by Mr. Senior, in his Oxford lectures, in which he does 
full justice to Law, while exposing the errors into which he was 
led, partly in consequence of his false views of the nature of money 
and credit, but chiefly by the imperious exigencies of the bank- 
rupt Treasury and a prodigal Government. Before we give Mr. 
Senior’s account of Law, it may be well to premise a biographi- 
cal statement as to who Law was, and what was his early prep- 
aration for the career which has made him so conspicuous a 
figure in the history of the eighteenth century. John Law was 
born in Edinburgh, in 1671, his father being a goldsmith of some 
wealth. At twenty years of age, John Law left Scotland, and 
did not return till he had made the tour of Europe, and plunged 
himself deeply into debt. He had an inquisitive spirit and an 
impetuous temper, and was addicted to gambling. His social 
habits, generous disposition, with a certain magnetic charm of 
manner, brought him into intimate association with the leaders of 
society in London, Paris, and other European cities. After visit- 
ing various countries, he repaired to Holland to study the polity, 
the spirit and the traditions of that rich, resolute Republic, which 
had acquired the inheritance of the Venetians and Portuguese, 
and covered every sea with their vessels. 

Amsterdam was at that time the commercial metropolis of 
Europe. The interest on money there rarely exceeded two or 
three per cent. She had a bank, celebrated and mysterious, 
whose credit had withstood the invasion of Louis XIV., whose 
treasury seemed inexhaustible, and whose system was an enigma 
even to those who devoted themselves to the study of finance. 

Law, in order to investigate more closely the mechanism of 
this bank, became a clerk of the English Resident, and in this 
manner added greatly to his knowledge of all subjects connected 
with commerce and finance. 

He returned to Scotland about the year 1700, being then - 
nearly thirty years old, and having acquired vast information. He 
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was struck with the contrast which his own country presented to 
that which he had just visited. Instead of the extended com- 
merce and the great and active traffic which he observed in Eng- 
Jand and Holland, he found the country poor and paralyzed by 
inaction. 

Scotland, mountainous and almost an island, had a sufficiently 
productive soil; it was inhabited by an intelligent and laborious 
population, but needed capital to develop its agriculture and ex- 
tend its commerce and manufactures. The Scotch, like all 
mountaineers, were endowed with active faculties, which there was 
no opportunity to exercise at home, and they expatriated them- 
selves to seek their fortunes in richer countries, 

Law attributed the languishing condition of Scotland to the 
deficiency of capital. He was undoubtedly right; but, confound- 
ing capital with currency, which is simply a means of exchange, 
he imagined that an abundance of money was the cause of the 
riches of States whose prosperity money had only developed. 

He said to himself: 

“What is wanting to the proprietor to enable him to clear up 
his lands; to the manufacturer to multiply his looms; to the 
merchant to extend his operations? Advances, that is to say 
money, to pay for the first materials and the manual labor. 


“With a few more millions we could pay the laborer who 
wishes to emigrate, we could retain him upon his native soil, and 
procure all the material necessary to occupy his labor. Holland, 
with a sterile soil, whose low banks expose it constantly to the 
dangers of the flood, is the richest country in the world. Why? 
Because she overflows with money. 

“By what means can money be supplied? It is credit; it is 
the establishment of banks which give to paper the value and 
efficiency of specie.” 

Law thus involved himself by degrees in an error which the 
appearance of an abundant currency often occasions. He thought 
that the prosperity of a country depended upon the amount of 
money in circulation, and that this amount might be augmented 
by the Government at pleasure. 

Full of these views, he presented a plan adapted to the 
wants of his own country, about the year 1700. This plan was 
to constitute a company with power to collect the public revenue, 
to carry on certain kinds of commerce with exclusive privileges, 
to direct manufactures, certain commercial enterprises, the fisheries, 
etc. His plan, although rejected, attracted public attention to 
him, and brought him in contact with the principal persons in 
Scotland. 

In 1705, as we showed last month, it was proposed to es- 
tablish a territorial bank. Law offered a well-digested plan for 
‘ one, in a very curious pamphlet entitled, ‘Considerations upon 
Hard Money.’ Aside from the error which attributes the prosper- 
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ity of States exclusively to the abundance of money, the means 
of increasing this abundance by banks are clearly explained, and 
with an understanding of the subject very uncommon at that 
time. This new plan of Law was no better received than the 
first. It was rejected, from the apprehension, it was said, of giv- 
ing too much power to the Administration. 


Repulsed at home, our financial adventurer determined to re- 
sume his travels, and try his fortune abroad. The Continent had 
been ravaged by the wars of Louis XIV., and Law hoped to 
command attention from some of the needy States whose resources 
had been crippled. At Paris he was unsuccessful, notwithstanding 
the favor with which the Duke of Orleans was inclined to regard 
him. Our banking reformer then went to Italy, where he con- 
tinued to indulge his passion for gaming, and by his genius for 
calculation he won large sums. At Turin, he lent money to the 
famous Vendéme, and succeeded in having himself presented to 
Victor Amédée, to whom he proposed his scheme of finance. 
Amédée replied that the system was not adapted to a country in 
the midst of the Alps, and dismissed him, advising him to take 
his plans to France or Germany. 


The Emperor was then busily engaged in establishing a bank. 
Law hastened to submit his views. He succeeded no better than 
with the other potentates to whom he had presented them, so 
that he had to return once more to his own country, a disap- 
pointed adventurer, but a rich man. It was said that the sums 
which he had won at the gaming-table amounted to two millions 
of livres. He transferred these two millions to France, and pre- 
pared to return there himself. The death of Louis XIV., and 
the deplorable state of the French finances, made him hope for 
an opportunity of making the banking experiments which he had 
so long been meditating; and his hopes were fostered by the 
fact of the accession to power of the Duke of Orleans, who had 
formerly shown a disposition to favor Law’s schemes. How these 
hopes succeeded Mr. Senior describes as follows: 


In the beginning of the year 1716, the specie circulation in 
France was supposed to amount to about £ 40,000,000 sterling, or 
800 millions of livres—the mark of silver, which is worth about 
40 English shillings, being coined into 40 livres. But for some 
previous years the quantity of silver denominated a livre had been 
constantly varying; in 1715, the mark had been coined into 28 
livres; in 1709 it had been coined into 40; in 168g it had been 
coined into 28; and between 1689 and 1709 had been subject to 
constant alteration. 

Under these circumstances Law established a bank at Paris, 
called the General Bank, issuing notes payable on demand in 
livres of the same weight and fineness as those which were cur- 
rent at its institution; promising, in fact, to pay, not a nominal, 
but an ascertained quantity of silver. The security afforded by 
this promise enabled the bank in the course of three years to issue 
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notes to the amount of 59 millions of livres; and if we suppose 
that about 19 millions of livres were consequently withdrawn from 
circulation, the notes of the bank may be supposed to have raised 
the whole currency of the Kingdom of France to £ 41,000,000 
sterling, or 840 millions of livres. On the first of January, 1719, 
the Government, that is, the Regent in the name of the King, 
touk possession of the bank. The first alteration was in the form 
of the notes; the words, “of the same weight and fineness,” were 
omitted, and the note no longer promised to pay anything more 
definite than so many livres; being, in fact, a promise to pay 
whatever the debtor thought fit, as the debtor had the power, in 
fact was in the habit, of increasing and diminishing the quantity 
of silver denominated a livre according to his notions of ex- 
pediency. 

The next change was in the amount of its issues. 

The bank issued notes to the nominal amount of 1o1o millions 
of livres, as follows: 


Nore Issues or LAw’s BANK IN 1719-1720. 


1719 April 22 
«June 
July B 240,000,000 
Sept. -=** wees 920000000 
Oct. make = eaten csscccesass E20000,000 
Dec. 129,000,000 
1720 Jan. ; 21,000,000 
« =6Feb. 


1,010,000,000 


Thus an aggregate of notes was issued in eleven months of 
1010 millions of livres of the nominal value of rather more than 
250 million dollars, or 50 millions sterling; of which at least 
600 millions must have been in circulation at one time. What 
part of the previously existing specie remained in circulation is 
doubtful. It is clear, however, that it could not have been all 
withdrawn, as no run was ever made upon the bank for coin. 
Its notes, though they lost the premium which they had borne 
while the establishment continued in Law’s hands, still exchanged 
for coin at par. 

I must now turn a little backward in the story, and state that 
while the bank was in the hands of Law and his partners, they 
received from the Government the exclusive privilege of trading to 
the West-Indies and the French possessions on the continent of 
America (whence the name of the Mississippi scheme has ever 
since adhered to the whole of the transactions originating 
with Law), to all countries to the east of the Cape of Good 
Hope, and had been incorporated under the name of “The Com- 
pany of the Indies.” The mint, which in France is a source of 
profit, was afterward made over to them, and they obtained a 
lease from the crown, first of the duties on tobacco, and after- 
ward of all those duties which were usually leased under the old 
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régime, and they were at last intrusted with the receipt of all the 
revenues of the State. In return for these privileges, besides the 
annual rents for the duties leased to them, they engaged to lend 
the Government 1,600 millions (80 millions sterling) at three per 
cent. To enable them to do this, the bank was restored to them 
on the 22d of February, 1720; their proceedings, however, were 
to be under the control of Government, and the King guaranteed 
the payment of their notes. Five days after followed the cele- 
brated arrét of the 27th February, 1720, which prohibited any 
person or corporation from possessing any bullion, or more than 
five hundred livres (twenty-five pounds) in specie. 

The most extensive powers of search were given to the police, 
and informers were rewarded with all the excess found. 


At the same time the notes of the Company were not only 
made a legal tender, but the only legal tender; and the payment 
of any sum beyond ninety-nine livres (four pounds nineteen shil- 
rings) in specie, was made punishable by a fine of three thousand 
ivres. 


The object of these laws was, of course, first to force all hold- 
ers of specie to carry it to the bank to be exchanged for notes; 
secondly, to prevent their demanding payment from the bank in 
specie, except for small sums; and thirdly, to give a forced 
value to the notes, as the only money that could be safely ten- 
dered, or safely kept. On the sth of March, 1720, a consider- 
able sum of specie having probably been received by the bank 
in the meantime, an arrét was made directing the mark of silver 
to be worth eighty livres. This, of course, enabled the bank to 
pay whatever specie might be demanded by the holders of their 
notes at half the former expense. This avréf continued in force 
only a week, for it was followed by that of the 11th March, 
1720, which declared that on the rst of April the mark of silver 
was to be worth only seventy livres, and on the rst of May, 
sixty-five; and all use of gold and silver as a medium of ex- 
change was prohibited. As the bank received coin in the mean- 
time at eighty livres the mark, this occasioned a considerable in- 
flux of coin to their coffers, in anticipation of its impending 
reduction in value. In three weeks they are said to have received 
forty-four millions of livres, worth nominally about one million 
one hundred thousand pounds sterling. The Government and the 
bank seem now to have supposed that, the ordinary standard of 
value, gold and silver, being got rid of, bank paper would be un- 
susceptible of depreciation or excess; and between the beginning 
of March and the 2d of May, they issued notes of the nominal 
value of 1,626,672,g10 livres; being more than double the whole 
average amount of the money of the country. In the beginning 
of May, there were in circulation notes of the nominal value of 
2,235,083,590 livres; being a nominal value nearly three times as 
great as the 800,000,000 of coin for which they were substituted. 
Gold and silver coin would of course have disappeared, even if 
they had not been legally banished. Still for the purpose of 
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small payment, there was a circulation of small silver coins and 
of copper, and in these small coins the bank paid those notes of 
ten livres which were presented to it. It may appear singular 
that this coinage of small silver remained in the country. As the 
nominal value of every commodity had been at least trebled in 
France, we might have expected that the silver would have been 
collected and exported, and that the failure of the bank would 
have been occasioned by their subsequent inability to pay silver 
for their small notes, and such, I think, would have been the case 
if the whole transaction had taken up a longer time. But in less 
than three weeks after the last issue of notes, the bank was 
murdered by the Government.’ If the Government had not inter- 
posed it might have lived in apparent credit for three months 
longer. 


The history of the Mississippi scheme is a proof how ignorant 
the whole of a cultivated nation may be of the necessary results 
of their actions. It appears to us obvious that when the currency 
of the country was suddenly tripled, all prices must have ex- 
perienced at least an equal rise. The French Government was so 
little prepared for this result that when it took place, they re- 
sorted to the most violent means to correct it. On the aust of 
May, an arré¢t was issued declaring that the bank-notes in circu- 
lation should in future pass at only half their nominal value. 
Now this was not in fact a greater diminution of the value of 
the notes than the arrét of the 5th of March preceding, which 
had directed the mark of silver to be worth 80 livres instead 
of 40. On the 4th of March, the holder of 40 livres in notes 
could demand of the bank a mark of silver. On the 5th of 
March he could demand only one-half a mark. So on the 2oth 
of May, the holder of 65 livres in notes was entitled to a mark 
of silver. On the 21st he was entitled to only one-half a 
mark. 

In the first case, the holder of the notes, so far as he was a. 
debtor, could throw his loss, or much more than his loss, upon 
his creditors; in the second case, so far as he was a creditor, he 
could reimburse himself, or much more than reimburse himself, 
from his debtors. But in both cases, as between him and the 
bank, he was equally defrauded; and as the arrét of the 5th of 
March had not interfered with the circulation of the notes, the 
Government probably expected that of the 21st May to create as 
little alarm. But they were mistaken. Though the French public 
were too ignorant to perceive the. consequences of raising the 
nominal value of silver, they understood those of sinking the 
nominal value of notes. Up to the 21st of May, holders of 
commodities possessing intrinsic value seem to have given them 
in exchange for the notes in blind confidence that others would 
do the same. Others did not, in fact, do the same, for, as prices 
kept rising, the man who in December had sold a given quantity 
of corn for one thousand francs in notes, would not have been 
able in February to purchase an equal quantity of corn, or of 
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any other commodity, with the same notes. Strange, however, as 
it may appear, the deterioration of the notes in value does not 
appear to have affected their circulation. 


All that people looked to was nominal value, and while the 
notes were called livres, nobody inquired what a livre meant. 
But the instant the denomination was altered; the instant Govern- 
ment declared that a note for ten livres should be worth only 
five, the baselessness of the paper fabric was detected. ‘The terror 
was as universal and as blind as the confidence had been. To 
use Sir James Stewart’s words, on the 22d of May, a man with 
one hundred millions of bank-notes might have starved in the 
streets. The Regent and his ministers, as much alarmed as the 
people at the tremendous machinery they had set in motion, tried 
the most arbitrary and the most inconsistent expedients to control 
it. They revoked the avrét of the 21st of May, and at the same 
time raised the denomination of the coin by declaring that the 
mark of silver should be worth 82% livres. To stop the run on 
the bank, they ordered its payments to be suspended. 


And when g,000 livres in paper would purchase only 82% in 
silver, an arrét was issued prohibiting any person from refusing to 
take the notes at par, under a penalty of double the value of the 
notes refused. Under a similar forfeiture, all persons were com- 
manded to bring back whatever funds they had exported, and 
forbidden to make any investments in foreign securities. All per- 
sons were forbidden to meet together, and soldiers were employed 
to prevent and disperse all assemblies of merchants and _ brokers. 
And when it was found that confidence could not be restored by 
forbidding people to communicate their fears, and that the credit 
of the notes was irretrievable, the transaction was wound up by 
the avrét of the roth of October, 1720, which, after providing, 
not for the payment, but for the investment ‘at a very low inter- 
est of the outstanding notes, declared that after the 1st of De- 
cember following they should have no value. 


Such, in substance, is Mr. Senior’s account of the first great 
European trial of paper money. For the failure of the experiment 
John Law’s memory will always be held in disrepute. Still it 
does not appear that he alone was to blame. Neither was his 
“system” wholly chargeable with the evil which to such a pro- 
digious extent resulted from the financial legislation of the French 
Government in 1719 and 1720. ‘The fatal errors of Law’s system 
were two. First, he held that paper money, if it rested on any 
basis of solid wealth besides coin, was just as sound and as firmly 
established as if it were represented by specie in the vaults of the 
issuer. Secondly, he believed that the act of the Government 
could give the potency and value of money to paper which had 
not the support of coin, or of any other available value with which 
it could be redeemed. It had been well if these errors, which 
were so disastrous to France in the beginning of the eighteenth 
century, had ceased to operate with Law’s discomfiture. 
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THE FRENCH SAVINGS BANKS. 


It has often been affirmed as one of the consequences of the 
recent war finance of the French Government, that the deposits 
of the savings banks of France had shown a notable diminution 
since the last loan. The reason assigned was not distrust or 
panic, such as have sometimes caused a run on our savings banks 
in this country. On the contrary, the depositors have, it seems, 
withdrawn their money from the savings banks in order to invest 
it in Government securities or vevées. 


The condition of the savings institutions of France has also 
received considerable elucidation from the labors of an able 
economist, M. de Malarce, who has lately been urging in the 
Economiste Frangais and the Revue des Deux Mondes the neces- 
sity for affording to the working classes in France the same facili- 
ties for placing at interest and in security their small savings as 
exist in England, Austria, and other countries. M. de Malarce 
writes with the more authority on this subject because he has had 
opportunities of studying the working of those institutions in Eng- 
land, Austria, and Belgium, during recent missions with which he 
was charged by the French Government for that purpose. Al- 
though the French people are among the most provident in 
Europe, the amount of the money held by the savings banks in 
France has never exceeded, even before the war, 720 millions of 
francs, and it has now fallen to 540 millions, while the sum held 
by the savings banks in England is 1,490 millions, and in Austria 
1,510 millions. The amount per head of the population, M. de 
Malarce reports at 41 f. in Austria, 46f. in England, and at this 
moment 15f. only in France. 

One cause of this inferiority he ascribes to the small num- 
ber of the banks in France. While there are in England more 
than 5,000 savings banks, postal or private, France, with a larger 
population, has only 1,142 offices, branches included. ‘There are 
still 1,775 towns in France without any kind of savings banks, 
and of the 34,039 rural communes 170 only are provided with 
them. The next reason for the small amount of these savings is 
the reduction of the maximum sum that can stand in the name 
of each depositor. By a law passed in 1835 the maximum was 
raised to 3,000 f., and the institution of the savings banks acquired 
such a rapid development that the deposits in ten years increased 
from 35 millions to 393 millions. The Government, in 1845, 
however, instead of manifesting satisfaction at the success of the 
measure, became alarmed at the prospect of having to reimburse 
such a sum at a moment of political crisis, and the maximum 
was in consequence again reduced to 1,500 f. ‘The crash came in 
1848, when most of the savings banks were forced to suspend 
their payments, and even to wind up their affairs. The doctrine 
that the savings banks were an embarrassment for the Government 
and a risk to the depositor, seemed to have been demonstrated, 











1874.] THE FRENCH SAVINGS BANKS. 353 


and, instead of endeavoring to reform the legislation, a further re- 
striction was placed on the working of the institution, and by a 
law of 1851 the maximum of each depositor was reduced to 
1,000 f. M. Thiers, in his report on the subject issued in 1850, 
had pointed out the danger very clearly: “To promise always to 
re-imburse on demand deposits on which an interest is paid, and 
which the Government is forced to turn to account is,” he re- 
marked, “to promise what is impossible, and to expose the State 
to being unable to fulfill its engagement.” In many countries of 
Europe, and in Austria especially, the rules of the savings banks 
contain a modification of the safety clause adopted in the United 
States, fixing the sum to which the banks may limit their re-im- 
bursements on demand, and the graduated terms for the repay- 
ment of larger sums, so that the savings banks are not exposed to 
the embarrassment of having to call in at short notice large sums 
of money placed out at interest. In ordinary times all sums are 
repaid on demand, and it is only in moments of crisis that they 
restrict their payments to the conditions of their contracts. Under 
that protection: the savings banks in Austria were able to pass 
unscathed through the great financial crises of 1848, 1866, and 
1873. It is in that-sense that it is now proposed to modify the 
legislation on the savings banks in France. 


A bill in which most of the recommendations of M. de Malarce 
were adopted, was presented to the National Assembly in August, 
1872, by several deputies, one of whom was the present Minister 
of the Interior. It was perfected by a special committee, and will 
be acted upon during the coming session. So far as may be 
judged from the conclusions of the committee, the bill will con- 
tain provisions, to authorize the Minister of Finance to employ 
the receivers of taxes and the post-offices as agents for the savings 
banks; to increase the maximum to 3,ooof.; to permit minors 
from the age of 12 years, and married women to open accounts 
and withdraw deposits; to confer on the State the right, by a 
decree of the President of the Republic, drawn up in a Council 
of Ministers, in urgent cases, to only re-imburse the deposits by 
installments and at stated intervals, provided that the installments 
be not less than roof. per month for each depositor; and to ap- 
point a general Commission of Savings Banks, presided over by 
the Minister of Commerce, to advise the Government on all mat- 
ters connected with the working of the savings banks, and which 
would be composed of Deputies, Regents of the Bank of France, 
members of the Chamber and Tribunal of Commerce, Directors of 
the Paris Savings Bank, and other prominent persons. 

Several things may be instructive to the American reader in 
these propositions. We may at first well be surprised that the gen- 
eral Government should be expected to take so much more pro- 
minent a part than would be _needful in this country in the task 
of managing the savings bank system. But this is only an 
instance of the high administrative centralization of the French 
Government. Secondly, we may wonder what the people have 
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heretofore done with the major part of their savings, and how they 
have contrived to find a substitute for the savings banks, which 
in this country, as in England and on the continent, retain and 
aid the accumulation of so important a part of the national capi- 
tal. One answer to this latter difficulty is, that with the French 
people the investment of savings in their real estate supplies the 
place of a savings bank; and, secondly, a very large portion of 
the people have money invested in business or in venées. Still 
these expedients will not suffice to perform more than a very 
small part of the functions of savings banks in promoting and 
fostering the growth of the national wealth. For as is well known, 
it is a principle of economic science that capital has a tendency 
to increase in proportion as safe means of investment at a fair 
rate of interest can be provided and made easy of access to the 
body of the people. 


It is true that in France, as in other countries, there would be 
adequate motives for a certain amount of saving, even if capital 
yielded no profit. There would be an inducement to lay by in 
good times a provision for bad; to reserve something for sickness 
and infirmity, or as a means of leisure and independence in the 
latter part of life, or a help to children in the outset of it. Sav- 
ings, however, which have only these ends in view have not much 
tendency to increase the surplus capital already in existence. 
These motives only prompt each person to save at one period of 
life what he purposes to consume at another, or what will be 
consumed by his children before they can completely provide for 
themselves. ‘There are always some persons in whom the effective 
desire of accumulation is above the average, and to whom less 
than the ordinary minimum rate of profit is a sufficient inducement 
to save; but these merely step into the place of others whose 
taste for expense and indulgence is beyond the average, and who, 
instead of saving, perhaps even dissipate what they have received. 

The hope of elevating one’s condition in the world tends more 
effectually to increase the national wealth in proportion as_ it 
affects a larger number of the people. In France the bulk of the 
population are poor, their daily income hardly sufficing to buy their 
daily bread. ‘Their savings, if it is possible for them to make any, 
must be in very small sums; and the inducement for them to be 
frugal must depend on the possibility of immediately investing such 
small sums to advantage. One of the great improvements of mod- 
ern civilization consists in the means afforded, the machinery con- 
trived, for collecting these driblets of wealth, and bringing them 
together into large reservoirs, whence they issue in abundant 
streams, giving efficiency and fertility to labor throughout the land. 
The water which falls in drops upon the desert sinks through the 
sand, and leaves the ground arid and barren as before; but when 
collected in great tanks and cisterns it turns some portion of that 
desert into a garden. A century or two ago, if the laboring part 
of the population made any savings, they were in the form of lit- 
tle hoards of silver or gold, hid in an old stocking, or buried in 
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the ground. But because the money thus stored was unproductive, 
and yielded no interest, and because it was always on hand when 
the owner was for a moment tempted to some indulgence and 
consequent expense, the number and amount of such hoards were 
always small. Now, through the multiplication of the branches of 
retail trade and the lesser mechanic arts, and through joint-stock 
corporations and savings banks, the first one-dollar bill which the 
laboring man or woman saves from the month’s wages is profita- 
bly invested, and, by the end of the year, is increased by the 
twentieth part of itself. When this saving has reached a very 
moderate amount, it can be made to accumulate at compound 
interest, and thus to double itself in twelve years. In many cases, 
it soon comes to be used by the owner himself as capital; that is, 
it is invested in the purchase of tools or machinery, or a small stock 
in trade; and it may then accumulate at the rate of ten or twelve 
per cent. a year,—that is, it may double itself every six or seven 
years. 

In the United States, even more than in England or France, we 
may venture to affirm that at least one-half of those who are usually 
called wealthy men, have begun with small savings and have obtained 
their wealth very nearly in the manner, or through the process, just 
described. This leads us to perceive that the aggregate of the 
small savings made by the bulk of the population, who have very 
small means, may constitute, and in this country actually does 
constitute, a larger annual addition to the whole amount of 
national capital, than the sum of the much larger savings made 
by the few who are usually considered as capitalists. The customs 
of society in some countries require the style and expensiveness of 
living to come much nearer to the individual’s whole income’ than 
is usual in France, so that most of the owners of landed estate 
who have the largest incomes, do not make any savings at all, 
and may even run in debt, or encroach upon their capital. 

The French savings bank system dates its origin from the year 
1818. But for the first twenty years of its existence it made very 
slow progress. During the reign of Louis Philippe the material 
interests of France and the growth of its productive industry 
received an active impulse, and the savings banks soon showed a 
rapid increase. They are founded on a crude system, however, 
and many plans have been at various times proposed for their 
re-organization. One of the best is that offered by M. Wolowski 
in 1846. He proposed that a large part of savings bank deposits 
should be loaned on real estate, and that the danger of a run on 
the savings institutions should be obviated by the bank retaining 
the option of requiring notice prior to the withdrawal of money 
by depositors. His suggestions have not yet been adopted in 
France; but in the United States, and in other countries where 
they have been put in practice, they are found conducive both to 
the stability and usefulness of savings institutions, which, as M. 
Lamartine says, are among the most powerful means of stimu- 
lating thrift and other good qualities of citizenship among the 
masses of the people. 


.. 
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MR. BLAINE ON MUNICIPAL, STATE AND COUNTY 
DEBTS. 


Some of the most popular financial topics which have been 
mooted since the panic of last year, arise out of the validity, the 
amount, and the expediency of the local indebtedness which has 
been created since the war, for the construction of railroads and 
for other purposes. Several of these questions were elucidated with 
earnestness by the Hon. James G. Blaine, in his address before 
the Northern Wisconsin Agricultural Association at Oshkosh on 
the first of October. After a brief sketch of the history of the 
funding system in Europe and in this country, he said he would 
leave the consideration of our national debt as an obligation not 
within the limits of the present discussion, except generally and 
with a view to contrive the best and most honorable means of 
reducing and discharging it. He would invite attention to those 
less observed but even more burdensome forms of obligation con- 
tracted by States, counties, cities, and smaller municipalities, and 
contracted oftentimes with an extravagance and prodigality that 
seem to invite calamity In reflecting on this subject, it would be 
observed at the very outset that our form and framework of gov- 
ernment give extraordinary opportunities for the use of public 
credit. We have first the General Government, which borrows 
on the faith of the nation; next the State Government, which 
borrows on the faith of the State; next the county, which bor- 
rows on the faith of the county; next the city or town, which 
borrows on the faith of municipal credit. Now, when this whole 
series of credits, four in number, are used as they so often are, 
nay, used almost everywhere, the quadruplicate burden falls heavily 
on the shoulders of the people. The four taxes operate at last on 
the same man, and each piece of property in some way contrib- 
utes its share towards satisfying the demand. He did not think 
that any other nation could be found in which the power to con- 
tract debt had been so extended as with us; in which the same 
communities might be made to assume public obligations in so 
many relations, and each one operating for the time in a some- 
what independent sphere. The tendency of each is to enlarge, 
regardless of the dimensions and demands of the others. When 
the city is pledging its credit, it seems to forget that a heavy debt 
is already upon the county of which it forms an integral part; the 
county freely incurs debt without apparently remembering that 
every estate in it is already encumbered by a direct tax to pay 
the interest on a debt of the State; and the State too often makes 
lavish use of its credit without pausing to reflect that every one 
of its citizens is already burdened by the tax which he is paying 
to liquidate the debt of the nation. And when in the end nation, 
and State, and county, and city have each and all imposed their 
burdens, the citizen finds that while the tax is increased fourfold, 
the property to meet it has not experienced a similar development 
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and growth. Our power in this country to cumulate fiscal burdens 
may certainly be regarded as peculiar to ourselves. 


There are in the United States sixteen cities having each a 
population exceeding one hundred thousand, and an aggregate 
population of four and a half millions. Each is a city with special 
advantages which cannot be taken from it; each, in the language 
of the day, has a large future; each has abundant wealth and still 
larger prospective resources. They embrace, when taken collect- 
ively, the trade of Atlantic and Pacific, of gulf and lake coasts, 
besides all the great interior rivers of the continent and the con- 
verging traffic of thousands of miles of railway. Surely, one 
would think that each might bide its time and patiently await its 
well-assured prosperity without being compelled to borrow largely, 
in some cases almost recklessly, of the future. And yet, taking 
these sixteen cities together, we find their municipal debts amount 
to $ 350,000,000, being $8o per capita for their entire population, 
and presenting in the aggregate an amount which prior to our 
war experience would have been considered a large burden for the 
nation. It would be a gross injustice, however, to leave the in- 
ference that the average debt of these cities is over twenty mil- 
lions of dollars, for, indeed, a single city, the commercial metrop- 
olis of the nation, presents a debt embracing nearly one-third of 
the entire amount, while several of the cities on the list have 
debts of comparatively insignificant proportions. 


The class of cities next in size to those just referred to, those 
having each a population exceeding fifty thousand and less than 
one hundred thousand, are twelve in number—having an aggregate 
population of about seven hundred and fifty thousand. Their to- 
tal debt does not exceed $ 30,000,000, which gives about $ 40 per 
capita for the whole list. Taking the next class of cities, having 
each a population exceeding twenty thousand and less than fifty 
thousand, there are in all some fifty-three in the United States, 
with a total population of something over a million and a half. 
Their total debt cannot be less than $75,000,000, or $50 per 
capita. As to the cities and towns throughout the United States 
having populations between ten and twenty thousand each, they 
comprise in all one hundred and five cities and towns, whose ag- 
gregate population amounts to nearly 1,400,000, and whose aggre- 
gate debt is somewhat over $ 35,000,000, or about $22 per capita 
for the whole. Adding these four classes together, it presents a 
table which embraces the cities and towns of the United States 
having over ten thousand inhabitants each—of which there are in 
all one hundred and eighty-six, with an aggregate population ex- 
ceeding seven millions, and a total municipal debt of about 
$ 490,000,000. The towns having less than 10,000 inhabitants 
each may be estimated as having an aggregate indebtedness of 
about $80,000,00o—making the total municipal debt of the coun- 
try about $ 570,000,000. Added to these municipal debts proper, 
we find the county debts of the entire country amounting to about 
$ 180,000,000, and the State debts to about $ 300,000,000o—making 
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a grand aggregate of $1,140,000,000 of public debt of States, 
counties, cities and towns. 


Mr. Blaine’s total is nearly $ 300,000,000 greater than that of 
the Census of 1870. The addition, he explained, “has not been 
made within the four succeeding years; but a part is due, I think, 
to incomplete returns made to the Census officials. I have been 
at some pains, by original investigation and inquiry, to get at the 
aggregates of State, county, and municipal indebtedness, and while 
I do not assume to give details or vouch for absolute accuracy, 
I think the totals I have given may well be taken as approximate 
reliable statements. The difficulty in attaining perfect exactness of 
statement results from the imperfect manner in which statistics are 
gathered in the several States. I have found, indeed, very few 
States where the State officers were authorized by law to keep 
anything of record in regard to debt except the direct obligations 
of the State. In Massachusetts, where great attention is paid to 
accuracy of statistics, I have been enabled to get precise informa- 
tion, and the entire footing of that commonwealth, of State, 
county, and municipal debts, shows a grand total of $97,500,000, 
subject to a sinking fund deduction of $11,000,000 — leaving 
$ 86,500,000 as the net debt of that State. A very large burden 
it would seem—and yet such is the wealth of the State that the 
entire debt does not constitute more than four per cent. of its 
valuation, and probably not two and a half per cent. of its actual 
wealth. 

“The State debts in many instances, both in the former and the 
latter times, have been contracted without due caution, and as a 
natural consequence the money realized from borrowing has been 
oftentimes expended with an extravagance which would hardly be 
tolerated in the disbursement of moneys raised by current taxation. 
I venture the assertion, based on some scrutiny into the facts, that 
taking the aggregate of State debts as they stand to-day, there 
has not been realized on the average, fifty cents of palpable, per- 
manent value for each dollar raised and expended. In some cases 
the improvidence has led to even worse results than this. I am 
glad, however, to be able to congratulate the proud and prosper- 
ous commonwealth whose citizens I now address, on the fact that 
their debt is very small and is rapidly decreasing, and that in 
consequence thereof you can realize to yourselves, and assure to 
those who may cast in their lot with you, that an inexpensive 
Government and light taxation are your comforting prospects for 
the future. And what is true of your State is no less true of 
your sister States of this great section. Taking the seven great 
States of the North-west, and with an aggregate population of 
more than eleven millions, and property worth over $ 8,000,000,000, 
their combined State debts are less than $25,000,000. Had these 
great commonwealths exercised as prudent a care against county 
and municipal debt, they would present to-day the most flattering 
balance-sheet of any civilized communities on the face of the 
globe. 

“In regard to the aggregate municipal debt of the country, it is 
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not, of course, to be inferred that it could all have been wisely 
avoided. Credit, prudently used and safely guarded, is one of the 
great engines of modern civilization and advancement. With mu- 
nicipal governments its use at times seems imperatively demanded. 
But I think our cities have been too ready to draw on the future. 
Expensive municipal buildings, loans of credit to outside enterprises, 
not needed and often visionary, have led in some large cities 
to a growth of debt for which there is no corresponding return 
and no adequate advantage. 

“ Another evil results from the facility which such debts give to 
the capitalist for a ready, safe, and profitable investment of his 
surplus, thus saving him from the trouble, and depriving the com- 
munity of his embarking in some active business. It is a matter 
of serious consideration whether these large municipal loans have 
not had a prejudicial effect on the price of money—tending con- 
tinually to create stringency in the money market and raise the 
rate of interest to the borrower and the business man. There is 
a loud outcry in all quarters against the high rates charged for 
money, and yet if States and great cities will flood the markets 
with their obligations at seven per cent., and oftentimes at a 
higher rate of interest, how can any borrower on mere individual 
credit expect or hope to negotiate loans at the old-fashioned six 
per cent. rate, which in so many sections of the country was _for- 
merly the rule? 

“ Tf, then, we have not exercised sufficient care and circumspec- 
tion in regard to incurring State, county, and municipal debt in 
the past, what is the remedy? I answer, first and foremost, an 
awakened, active, well-balanced judgment, which will suggest, de- 
mand, and enforce a wise caution and conservative course on this 
subject. I have no patent remedy to propose, and yet I venture 
to suggest that the Legislatures of many States have altogether 
too large a power to create debt without referring the subject to 
the people for their primary consideration. . . . It might also 
be a wise and salutary provision to define in State constitutions 
the precise ends for which municipal credit should be used— 
limiting those uses to proper and restricted objects, and forbid- 
ding in any event the creation of a debt beyond a specified per- 
centage of the official valuation of the city or town; providing 
at the same time a judicious safeguard against the overlapping 
of county debts, so that while the town was guarding its credit 
with care it should not be involved in the embarrassment caused 
by an extravagant extension of the credit of the county. And 
finally, as a governing principle, it would be well to apply to all 
State, county, and municipal debts, the wise precaution contained 
in that famous and well-remembered rule laid down by Mr. Jeffer- 
son as the basis of all sound national credit: 


“¢ Never borrow a dollar without laying a tax at the same in- 
stant for paying the interest annually, and the principal within a 
given term; and consider that tax as pledged to the creditors on 
the public faith. On such a pledge as this, sacredly observed, a 
Government may always command, on a reasonable interest, all 

















cee erat peas 


























=e 








ie 

















2 nae ease 






































































































360 BANKER’S MAGAZINE. [ November, 


the lendable money of its citizens; while the necessity of an 
equivalent tax is a salutary warning to them and their constituents 
against oppression, bankruptcy, and its inevitable consequence— 
revolution.’ ” 

After some illustrations of this point, Mr. Blaine concluded as 
follows: ‘The inquiry is pressed home to us, why, in view of our 
enormous income and earnings, are we such a borrowing nation ? 
If we earn and receive more each year than Great Britain, or 
France, or the German Empire, why are we borrowers from 
them? Why do they and not we hold the bulk of our national 
securities, besides so vast a proportion of State loans and railway 
indebtedness ? The question is a serious one, but the answer is 
easy. It is simply because we spend more lavishly than any 
other nation in the world. Our people live better and live faster, 
have more abundant food and better clothing, more expensive 
houses and furniture and outfit and equipage than those of any 
other nation in the world. So that with all our enormous income 
we save far less than some European nations, whose gross annual 
receipts are far below ours. But if for a single decade we 
should by any concert of action live on as economical a scale in 
this country as they do in the most favored European kingdoms, 
or as we did ourselves only twenty-five years ago, we should 
save enough to recall every American stock and bond from the 
coffers of foreign bankers, and should pay off with ease our entire 
national debt, or at least have it held among our own people, 
which in itself would constitute no small decrease of its burden. 

“With a population so widely extended, with local interests so 
greatly diversified and often in seeming conflict, it is not to be 
expected that so great a Government as ours can at all times be 
administered with perfect satisfaction to every section and to every 
citizen. But we daily grow to know more of each other, and I 
am sure it will be found in the East and in the West, in the 
North and in the South, that the more intimately they become ac- 
quainted and related, the better they will like each other, and the 
less will appear the differences that sometimes divide them. Tariff 
and currency, internal improvement and cheap transportation, are 
all susceptible of fair settlement after full discussion; and in the 
final arbitrament of a wise statesmanship it will be found in re- 
gard to these questions and all others of like magnitude, that the 
interest of one section is the interest of all, and that the more 
perfect Union which our fathers sought to establish will be fully 
and finally realized when each section is unwilling to enjoy an 
undue advantage over any other, and when all sections are alike 
ready to be governed in what they ask and in what they give, 
in what they demand and in what they concede, by that spirit of 
patriotism which always obeys the authority of principle, and 
always yields to the despotism of duty.” 
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BONAMY PRICE ON THE CAUSATION OF PANICS. 


At the request of the Chamber of Commerce Mr. Bonamy Price, 
the Professor of Political Economy in the University of Oxford, 
England, was invited to address the Chamber on the subject of 
financial crises. Mr. Price has occupied for the full term of five 
years the Chair of Political Economy at Oxford He is well 
known as a writer on financial questions; and his lectures on the 
currency are well known and highly appreciated both in England 
and in this country. His address was extempore, and we preserve 
his language and colloquial style as far as possible. 


After a few preliminary observations, Mr. Price said the question 
proposed for discussion was as to the nature and causes of financial 
crises. They were spasms and agonies in the commercial system. 
The symptoms of a panic are disturbance of the money market, 
difficulty of obtaining.advances, high rates of discount, great firms 
in danger, who is sound and who is unsound unknown, whose 
money is safe and whose is unsafe a matter of great uncertainty. 
Just as it was seen in England in 1866, it is a time when those 
who are the strongest are exposed to the most formidable dangers. 
There was probably no institution in London more exposed to 
peril in 1866 than the great London and Westminster Bank, the 
largest in England and one of the ablest conducted. The cause 
of the crisis was simply alarm; those vast bodies of people who 
had intrusted funds to this institution got into a state of overpow- 
ering terror. In that paroxysm of wild terror, all rushed for their 
money, every body catching the contagion, which became more 
catching because it was unreasonable. ‘There is nothing more 
irrational than alarm which has no definite cause; which does 
not know what it goes upon; which, therefore, suspects any cause 
of mischief because it has none that it can put its finger upon. 
We know the agonies of that time. We know that the greatest 
firms, especially old banking firms, were in infinite alarm. We 
know that the extent to which the evil might rage was absolutely 
uncertain, and we know and have seen in England, that the 
fathers of the city, the great bankers and wise men, sat in council 
all night and asked each other “ What is the cure?” But a panic 
is not easily cured by sitting up all night. 

Some would say, from their recurrence, that they come under 
some physical law; are a periodic visitation like a comet with a 
decennial period. A ten-year hurricane is given by some as a law 
of the money market. You are bound to be ruined every ten 
years. You are not conscious that you have done any wrong, 
but it is simply a great typhoon raging over a great number of 
agitated minds. Is this so? Is it a law of business that amounts 
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to a physical law? If so, it certainly is a most extraordinary phe- 
nomenon, and one which requires very much bigger proof than 
the recurrence of panics. There would be a very unpleasant 
result, for if it is a law inherent in business there is no remedy. 
We cannot cure typhoons and equinoctial gales. If they are the 
law of the money market you must reduce your sails, stand by 
your helm, and you may possibly get off with the loss of a mast 
or two. But of all that Mr. Price said he believed nothing. The 
cause of these panics can be stated, and when you know the danger 
and the cause likely to disturb, you can take proper precautions. 


Now, it is not the magnitude of the loss alone which constitutes 
a crisis. A bad harvest in England is a loss of £ 30,000,000; 
that is, in such a case you have got to buy or purchase 
430,000,000 worth of capital twice over. You have sown, 
you have tilled, you have put the manure on the land, but the 
August rain comes in, the corn is not matured, and you have 
got to live.—so you must buy it from the stranger. But that 
produces no panic, no financial agony. It is a dead loss; a 
calamity sometimes bigger than a calamity in the money mar- 
ket. But it does not generate a financial storm. The same is 
true of war. War is the most destructive thing in the world. 
It is a deliberate work of men to destroy; they destroy food, 
clothing, iron, ships. Nothing destroys like war. It is the most 
uneconomical thing on earth. But a war does not necessarily 
produce a panic. It is this terrifying fear which we know accom- 
panies a hurricane in London. Very well. Again, take a cotton 
famine in England. It was a terrific loss of money. ‘The produc- 
tion of wealth in those districts was paralyzed because America 
had no cotton. The poor men had no wages. All that vast ap- 
paratus of capital was earning nothing; consuming, buying, but 
not selling. But there was no panic. That year is not enu- 
merated as one of storm. Therefore we don’t get, by mere de- 
struction alone, into a reign of panic. Then again there is another 
curious thing to be observed. The typhoon has this character, 
that it whips up the water terrifically in a particular spot, but the 
neighboring waters are dead calm. During the whole of the time 
in 1866, in 1847, and other times, when money charges were at 
20, when people could not get advances on the best securities, 
when the bank had to say, “I can’t,” all this time the market for 
advancing money on agriculture, to squires and country gentlemen, 
was so that they could get all they wanted at 4 per cent. That 
is absolutely historical. Therefore these convulsions have some- 
thing very peculiar about them. ‘The real fury of the storm, in 
its national importance as well as in its effect on individuals, is 
its bearing upon banks, upon discounts. It is not so much the 
pressure of high rates, though that is bad enough, but it is the 
impossibility of discount which constitutes the terrific agitation and 
loss to the nation. 


Modern trade is conducted after a peculiar method. In New 
York, as in England and everywhere else, business is carried on 
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with other people’s capital. The traders are not the people who 
provide the capital for their own operations. Some they do pro- 
vide; the bulk certainly not. The distinctive peculiarity of mod- 
ern trade is that it is carried on by bills, and bills have to be 
discounted, because a bill means, “I cannot pay to-day, but I 
will pay this at three months.” ‘The goods are given, the sale is 
completed, and the man who sells holds in his hand a piece of 
paper which says that after three months he will have his money, 
but not before. The man so circumstanced wants to go on with 
his business, which he cannot do if he has to wait three months 
for his funds to come in. How are his workingmen to be paid or 
his ships and cargoes to be sent away? That is done by dis- 
counting bills at the banks. The national strain of the crisis and 
its chief sting and danger arise from its action upon the general 
trade of the nation by paralyzing the discount market. This 
discounting takes place in banks, and, therefore, we now see 
the —— of the storm. It is somehow or other connected with 
banks. 


Banks, Professor Price said, were peculiar institutions. He had 
known Directors and Governors of banks, and among them all he 
had found but one who could answer him the simple question, 
“What is a bank, and what does a bank deal in?” ‘The only 
banker whom he had found to answer that question was Mr. Pol- 
lard, the founder of the great London Joint-Stock Bank. One could 
readily tell what a grocer was and what a fruiterer was, and the 
articles which he sold, and so on with every other trader. But 
when it came to a bank, the question was by no means so easily 
answered. It was marvelous that in this nineteenth century such 
a great profession as that of banking should be without a distinct 
definition. It was needful to have an answer to the question, 
“What is a bank, and in what does it deal?” To understand 
the meaning of a crisis, we must know what a bank is. Gentle- 
men would possibly say that a bank dealt in money. He denied 
that flatly. Banking is not an affair of money. He wrote in 
Frazers Magazine, several years ago, that a bank did not deal in 
money above the proportion of one part to thirty of its business. 
In order to have this proposition perfectly understood, he wished 
the gentlemen present to understand what money was. What, he 
asked, was money? Stamped coin was the only true money, but 
nevertheless he was willing to include the bank-note as money; 
although it was not so in a scientific sense. A bank-note was not 
money, for the reason that it merely promised to give a thing, 
but was not the thing itself. Therefore, all who tendered a bank- 
note merely said, “I will give you money when you ask for it, 
or when it is convenient for me to give it.” Still, he was willing 
to concede that bank-notes might be taken as belonging to the 
category of money, although scientifically it was not so. Papers 
were merely written evidence to send the Sheriff after a man if 
he did not find coin to the amount stipulated by them. What, 
then, was it that distinguished a bank-note, so that in a second- 
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ary sense it might be regarded as money? What was it that dis- 
tinguished it from checks, bills, and the like, to which he denied 
the possibility of giving the title of money? It was this—the 
anonymous character of the bank-note. If he sold his horse at 
a fair to a stranger, he would not take payment in the shape of 
a check until he had made the necessary inquiries concerning the 
person presenting it. 


To prove that a bank did not deal in money above the propor- 
tion of one part in thirty of its business, Sir John Lubbock, of 
the banking house of Robarts & Co., made an examination of 
actual transactions in that bank to the amount of £ 19,000,000, 
and he discovered that the actual cash payments were but one 
part in thirty-three, and that of actual coin there was only ten 
shillings in every £100 of this aggregate. The conclusion 
which he therefore arrived at was that banks do not deal 
in money. A bank of course required to use some money, just 
as all other trades did, but Sir John Lubbock’s analysis, extend- 
ing over £ 19,000,000 worth of business, showed that what was 
used both in cash and coin was only one part in thirty-three and 
a fraction. The business of a bank, he said, would turn upon 
the debts to be collected—the pieces of paper pushed in 
upon the table implying that Tom, Dick, or Harry owes so 
and so. It was the banker’s business to collect these pieces 
of paper expressing debts, and to collect the debts. What 
did the banker do? Did he go and get the money he was 
entitled to on these pieces of paper? No. The cotton man 
had lodged with him ¥£ 5,000 of cotton bills, and the silk man 
went to him and said that he wanted to buy silk; that he had 
security which was not at the present moment available; that, 
in fact, he:did not wish to sell the securities which he held. 
The banker replied that he knew the cotton man would not draw 
‘on his bills for a month—he might draw at any time, but he 
knew from his habits of business that he would not draw for a 
month—and that, therefore, the silk man might buy silk for a 
month. How then did the banker collect the cotton man’s bills ? 
By creating a fresh debt, in which he was himself the lender. 
At the Clearing-House, at twelve o’clock, there was a check for 
him for £5,000 to be collected, but he had told the silk man to 
go and buy silk and draw upon him, and accordingly at the 
same hour*he found checks for £ 4,000, or, as they brought mat- 
ters down to a much finer point, it might be for the whole 
£ 5,000 standing against him. Therefore, the process through 
which he went was that of collecting the £ 5,000 of cotton bills 
for the cotton sale and lending that £ 5,000 of buying power to 
the dealer in silk. 

On this analysis of the general course of banking business, 
Mr. Price defined a bank as an institution for the transfer of 
debts. Some writers with good reason had defined a bank as an 
institution for the transfer of credits, but he considered it still 
better to describe a banker as essentially a broker, an intermediate 
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agent between two principals. To the cotton man the banker 
stood in this relation. The cotton man gave him £ 5,000 of 
bills to collect, and he understood from his ways of business that 
he would have that £5,000 at his command for a month. To 
the silk man he stood in the relation of a creditor. The man 
who sold the cotton had a purchasing power, and he said to the 
banker that he did not want to buy anything for a month. He 
still had the power of buying £ 5,000 of any goods; but that 
power he transferred to the banker, who in turn transferred to 
the silk man the money that came from the bales of cotton. It 
was paid for in silk, the only meaning of the word “selling” 
being the exchange of equal goods. ‘The banker was enabled to 
buy, or to permit the silk man to buy by virtue of the cotton 
bills, and he was himself merely the intermediate agency who 
undertook to find for the cotton man a person who would use 
his purchasing power. 


From this demonstration a tremendous quantity of conclusions, 
Mr. Price said, could with ease be deduced. What, however, 
came to us with the greatest force was the exposure of the in- 
credible delusion which infested the City of London, which infested 
every newspaper, and which permeated every branch of trade, that 
banking was an affair of money; that when there was plenty of 
money there was a quantity to lend, and that when there were dis- 
orders they were in the currency, and that from currency the cure 
was to come. This, he said, was believed in the full light of the 
nineteenth century. It was stated by Chancellors of the Ex- 
chequer, men of great culture, with the utmost gravity; and then, 
when the crisis came, the Chancellor was asked to let the Bank 
of England issue more notes, and then people would be saved. 
Banking, he reiterated, had nothing to do with currency, except 
in respect to one point, which he could not then refer to with any 
degree of detail, and that was when a bank was empowered to 
issue notes. Then, of course, to the extent to which he sold 
notes, there was a resource in the banker to lend money upon 
discount. That resource was gradually becoming more limited, 
and at present stood at about £15,000,000 in the Bank of Eng- 
land. Outside of this single relation, banking had nothing to do 
with currency. It was true, the banker was obliged to pay his 
debts in currency, but then so was every other man. What was 
got aut of all this investigation was the demonstration that it is in 
the region of the banks that we must chiefly look for the origin and 
active causes of all the typhoons and hurricanes which disturb the 
money market, and it was therefore interesting to see the forces 
that operated in the ordinary prosecution of a banker's legitimate 
business. It should be understood that it was not the three parts 
which represented the money in the business of banking which so 
operated, but the ninety-seven other things, goods, property, stores 
of all kinds, parted with and given away, the contract being ex- 
pressed on pieces of paper to pay the money on demand, or at a 
time specified. That was banking. Therefore, if banking was 
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abundant, it was because many goods had been sold, and the 
sellers of the goods did not want to buy much. Banking was 
easy, discount was low in proportion as men had given away ship- 
loads of goods, and had not bought in the same proportion. But 
when it was the other way, matters ran differently with the banker. 
When the farmer had lost his crops, when he had little or no 
wheat to sell, when he had many things to buy, when he passed 
no balance into his banker’s hands, but possibly was obliged to 
ask his banker to lend, then the picture was reversed. From all 
facts he said, banking appeared to be a brokerage of a certain 
kind which was prosperous as people sold, and did not want to 
buy up to the extent of their sales. The banking system did not 
measure its purchasing power with coin and bank-notes, but with 
the ninety-seven things sold, which gave the great power of lend- 
ing. The secret of prosperity was not in the matter of currency, 
but in the great quantity of transactions between sellers and buy- 
ers in the ordinary course of commerce and trade. 


As to other causes of panics, Mr. Price said that it was necessary 
for him to go back again to the silk man and the cotton dealer, 
between whom the action of the banker was just like that of a 
dollar. Suppose that, instead of lending to the silk man, who 
bought and sold, whose business went on regularly, he lent 
4 50,000 to a gentleman of great estate, whose land was capable 
of great improvement, and who wanted to spend the money for 
the purpose of drainage. This, he said, was a more favorable 
case, so far as panic was concerned, than the case in which bank- 
ers themselves speculated. The gentleman went to work, carried 
on the draining, paid laborers, who ate, drank, and wore their 
clothes out. The work might take a couple of years, and all this 
time there would be going on a great destruction of property 
which was not reproduced. The silk man sold his silk and it was 
reproduced, but here was a different case in which the reproduc- 
tion came about at best by slow degrees. If they were to set all 
the citizens of New York to digging holes in the ground and then 
filling them up again, they would find that the city would be 
starved out in a year, or that when the operation had come to 
an end there would be nothing left. The results of the draining 
would come about in ten years, but meanwhile there would be 
little or no reproduction of capital. If instead of draining they 
were to make railways, docks, and the like, then they would be 
destroying that which they did not replace. Poverty meant that 
there were no goods to sell, and then bankers and their resources 
failed, because sellers failed. Crises were, he said, the consequence 
of the destruction of property which was not replaced, and were 
the true children of poverty, and were never more fostered than 
when bankers encouraged enterprises such as railways and the 
like, which were most useful and excellent things in themselves, 
but which would not replace that which was destroyed for twenty, 
or perhaps fifty years. 


In the construction of railways it was a fundamental principle 
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that such great public works might be constructed without danger 
of panic, provided the outlay upon them did not exceed, in any 
year, the aggregate of the national savings. It was true that to 
the savings of the year you might add the accumulated unspent 
savings of previous years and invest the whole in railways without 
producing a panic. But if this amount was exceeded,—if a nation 
spends more in any year than the sum indicated, then a panic is 
liable to follow. ‘The President of the Chamber, Mr. Wm. E. 
Dodge, had said that railways in this country had been made so 
rapidly because of the belief that the rich lands of the West would 
be very productive if good railroads connected them with a mar- 
ket. This was true. But if the savings of the country were not 
adequate ‘to the construction of these new roads the principles just 
expounded would show that trouble must inevitably result. A 
somewhat desultory conversation followed, at the close of which 
Mr. Price concluded by urging bankers not to conduct their busi- 
ness by “the stupid rule” of looking at their gold or at their 
currency, but to take a broader field of observation, to watch the 
movements of the “ninety-seven articles,” which chiefly control the 
movements of banking and finance, rather than at the “three ar- 
ticles,” which only. help to control those movements. In other 
words, bankers should watch the contingencies of trade, the move- 
ments of goods, the prospects of the harvests. They would be 
better bankers in proportion as they were intelligent and skillful 
in discerning the true sources of commerce, in measuring the real 
causes of prosperity, and in foreseeing in time the approach and 
the danger of impending panics. 


The conversation we have referred to was invited by Mr. Price, 
who put frequent questions to the Chamber, and evidently wished to 
render his address as practically useful as possible. In response 
to a question, Mr. Day said, that the “savings” of any country 
were the surplus of production over consumption; and he asked 
the lecturer how he reconciled what he had just said with the 
statement made at the beginning of the lecture, that panics were 
not the result of sudden losses. Mr. Price said that when panics 
were caused by destruction of property, it was because this de- 
struction exceeded in amount the aggregate savings of the coun- 
try. This did not occur in the case of the cotton famine, in the 
case of the war, in the case of a deficient harvest, because in all 
those great national emergencies there was a wholesome diminu- 
tion of expenditure. All over the country the masses of the 
people economized. They had a certain sum to spend, but they 
spent less. 


Mr. George S. Coe asked what was the duty of a bank during 
the height and pressure of a crisis. The lecturer said, that if a 
bank had sinned it must suffer, and on the question being 
pressed, he added that a banker’s duty was to prevent panics by 
refusing to advance on dubious securities, and by strengthening 
himself beforehand, when from the symptoms in the financial and 
commercial horizon he saw signs of coming trouble. 
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Mr. George Opdyke reminded the lecturer that he had said 
that nothing was money but gold and silver; and asked whether 
our greenbacks could be brought under that definition. To this 
Mr. Price promptly answered, that although the scientific defini- 
tion of money was as he had stated it, still the paper money 
issued by the United States Government was undoubtedly money, 
being made by law a legal tender for the liquidation of debts 
and the discharge of contracts. This was a secondary sense of 
the word money, in distinction from its primary sense as before 
given. In seconding the vote of thanks to the lecturer, Mr. 
Peter Cooper said that one of the points which the address had 
made clearer to his own mind was that money in any country is 
created and receives one of its chief sanctions from the ‘authority 
of the Government. Mr. Wm. E. Dodge said that the chief 
questions of practical importance were two: First, how can banks 
regulate their investments so that their whole resources may flow 
back within short periods; and secondly, how can banks strength- 
en their reserve so as to be always ready to meet a draw, even 
if this influx is temporarily stopped by panic ? 


SUGGESTIONS AS TO THE CHEQUE CIRCULATION 
OF LONDON. 


About a century ago, in the year 1772, one of the earliest and 
most important consequences of the monopoly of the Bank of 
England began to be developed. This was the discontinuance in 
London of the issue of bank-notes by the private bankers who 
had enjoyed that privilege for some eighty years previously. The 
notes of the Bank of England had gradually crowded out all 
other paper circulation, and the old private banks found it impos- 
sible to keep their notes afloat in London. A new plan was 
therefore adopted. When deposits were received or discounts 
made, the bank simply gave its customers credit for the amount 
in its books. As the system was perfected, the bankers gave 
their customers blank cheque books as a substitute for the old 
bank-notes. Familiar as this expedient is to us, it has made 
much slower progress among the provincial banks of England and 
throughout the continental cities of Europe than in this country. 
When we come hereafter to discuss the country banks of England, 
and the credit systems of France and Germany, we shall find 
abundant evidence of this. 


Mr. R. H. J. Palgrave has recently published a small work* on 
banking, in which some of the effects of the modern methods of 
banking are analyzed in a very masterly manner. Among others, 
he illustrates the change we have just mentioned. He traces out 
the steps by which new banking economies have been contrived so 


* “Notes on Banking in Great Britain and Ireland, Sweden, Denmark, and Hamburg.” 
By R. H. J. Palgrave. London: John Murray, Albemarle Street. 
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that during the last hundred years a gradual revolution has been 
taking place, which has been peculiarly rapid since 1844. He 
shows how the function at one time principally discharged by notes 
was largely transferred to bills of exchange, and how notes hav- 
ing been in great measure superseded by bills, bills in their turn 
were superseded by cheques. This change had, indeed, made con- 
siderable progress in 1844, when Sir Robert Peel’s Bank Act was 
framed, and at first sight it seems strange that at that time cur- 
rency legislation should have been directed exclusively to the 
regulation of bank-notes, which were even then giving place to 
other circulating media. “It is only from an historical point of 
view,” says the author, “that we can at the present time under- 
stand the great importance ascribed by Sir Robert Peel to regu- 
lating the amount of bank-note money in circulation, whether 
these notes were issued by the Bank of England, Private, or 
Joint-Stock Banks.” In 1844, Sir Robert Peel had fresh in his 
memory the circumstances attending the resumption of cash pay- 
ments in 181g, and his anxiety to insure the convertibility of the 
Bank of England note can, therefore, be well appreciated. But 
in the interim between 1819 and 1844 notes had lost much of 
their relative importance. In the former year, the total Bank of 
England and English country notes in circulation amounted to 
4 41,000,000, and the total gold coin then circulating in England 
is estimated at not exceeding £ 10,000,000; whilst in the latter 
year, the note circulation of the whole United Kingdom was only 
4, 37,000,000, although the gold circulation was estimated at 
4, 36,000,000; thus, in 1819 the amount of notes was about four 
times the amont of gold, whilst in 1844 the two were zearly equal. 
Since 1844, this alteration in the relation of notes and gold has 
further continued, and in 1872 the note circulation of the whole 
Kingdom was £ 43,000,000, against £ 105,000,000 estimated 
metallic circulation, the former being now, therefore, much less 
than one-half the latter. 


Compared with the amount of business done in the country, as 
indicated by the foreign trade, the decreasing importance of notes 
is again apparent. “In 1819, the imports and exports together 
were not twice the amount of the note circulation. In 1844, they 
were about four times as much. In 1872, they were more than 
fourteen times as much.” 


Now, as notes have thus fallen out of circulation, their place 
has gradually been filled by cheques; and this fact will be very 
evident from an examination of the following table, in which the 
exports and imports of the United Kingdom are compared with 
the amounts passed through the London Clearing-House, and 
with the total bank-note circulation of all the banks in the United 
Kingdom. It should be noticed that exports of British produce 
are alone included in the calculations, as more closely representing 
British trade than the total exports, which include foreign and 
colonial produce: 
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Increase per cent. since 1868. Proportion Proportion Proportion 
om —— =“ of Total Ex- of Total Ex- of Clearing 
Total Bank ports and portsand to Circu- 
Exports Clearing. Note Lmports to Imports to lation 
P and Imports. Circulation. Clearing Circulation (Circula- 
Year. Per cent. Per cent. Per cent, (Clarg.=1). (Circuln.=1). tion=1). 


1844 “ “ “ “- . - *40 
1868 ‘ ; ee ‘ . - @fna7 z - & 
1869 i 4 : 0°134 12 - 90 
1870 14 ‘ 0°128 12% - 97 
1871 16 z 38 7 Ov1l5 13 = 
1872 29 7 71 a 0°103 14 - 135 


It will be seen from the above figures, first, that, although the 
business of the country, as represented by the exports and imports, 
has increased since 1868 29 per cent., the total note circulation 
has increased only g per cent.; but, on the other hand, that the 
total clearing has augmented in the same time no less than 71 
per cent. Secondly, that the relative amount of note circulation 
has declined from one-third of the total exports and imports in 
1844, to one-fourteenth of their amount in 1872; whilst the pro- 
portion of clearing to exports and imports has increased considera- 
bly since 1868, being in that year as 1 is to 0°137, and in 1872 
as 1 is to o*103. Or, otherwise stated, the relative amount of 
cheques cleared, in proportion to the trade of the country, in 
1868, compared with last year, was as 1 is to 1°33. Thirdly, 
that, as a consequence of these alterations, the relative amount of 
cheques cleared has augmented from forty times the note circu- 
lation in 1844, to 135 times the circulation in 1872. And, finally 
that the changes have taken place progressively from year to year, 
and up to the latest date no check to the movement is indicated. 


Thus, then, it is evident that, whatever importance might have 
been attached to the regulation of the note issue in 1844, the 
intended influence upon trade of measures with that object has 
become since then comparatively inoperative—in other words, that 
a command of the note circulation has become relatively power- 
less, and is further becoming every year more powerless, as a 
means of controlling the operations of trade. 


This being the case, it might be supposed that the Bank Act 
of 1844 would simply sink into significance, and that its influence, 
either for good or for evil, would be less and less felt as circum- 
stances altered; but this, unfortunately, is not the case. It is well 
known that in the spring and autumn of each year considerable 
sums in gold are withdrawn from the Bank of England for the 
provincial circulation, and that these withdrawals for home use 
have much influence on the fluctuations in the rate of discount. 
Now, this gold is not principally employed in increasing the 
metallic circulation, but is retained by the local banks as reserve, 
under the provisions of the Bank Act, against their expanded note 
issues at those seasons. Although the provincial note circulation 
in England has altered but little since 1844, having increased 
only 7.7 per cent., in Scotland and Ireland the increase has been 


* Aggregate of the sums cleared estimated at £ 1,500,000. 
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much greater—viz., 76 per cent. and 30 per cent. respectively for 
the two countries; and, as a great part of this increase, especially 
in the case of the Scotch banks, is over the limit of free circula- 
tion prescribed by the act, and must therefore be balanced by 
gold, it is the demand for Scotland and Ireland, and notably 
that for the former country, which is most felt in the spring and 
autumn gold drains. That the influence of these periodical move- 
ments on the Money Market is of no small importance will be 
evident from the fact that the Scotch note circulation is at its 
maximum in November, being also high in May, and that the 
Bank of England rate of discount has been at its maximum, nine 
times since 1844, in the months of May and November. But of 
even more importance is the fact that this influence, so far from 
diminishing, has been for many years steadily increasing, and, under 
the present conditions, will probably further increase. 


It is well known that the aggregate of the Scotch notes is 
in excess of the free issue; the proportion of the total regu- 
lated issue to the total free issue is therefore greater now than it 
was in 1844, when the limits were fixed; and the following figures 
will show, not only that this is the case, but that the preponder- 
ance of regulated issue is becoming greater year by year. If this 
provincial circulation were steady in amount, the larger proportion 
of regulated issue would be of less moment, as it would result 
simply in the locking up of so much more gold in permanent 
idleness in the country; but, as a matter of fact, it fluctuates con- 
siderably, and the larger the relative amount of regulated issue, 
the greater will be the demand for gold from the Bank of England 
at the periods of expansion, and, consequently, the greater will be 
the disturbance of the money market. This effect will be apparent 
from the last column of the subjoined table showing the number 


of changes in the rate of discount in each year: 
No. of 
Per Cent. of Changes 
Note-Circulation of the United Kingdom. Total Circulation. in Bank 
pune = EE, ~ = — rate of 
Total. Free. Regulated. Free. Regulated. Discount. 
Year. 4 & 4 p. ct. p. ct. No. 
1844 - 37,380,000 . 17,130,000 -. 20,250,000 . 46 . i ee 
1850 - 33,570,000 -. 13,910,000 ~. 19,660,000 42 eae 
1855 . 37,110,000 . 16,280,000 20,830,000 44 «- Se 
1860 ~. 38,750,000 15,540,000 . 23,210,000 . 40 a oe 
1865 - 37,250,000 . 14,530,000 . 22,720,000 39 - 16 
1870 . 40,000,000 13,990,000 . 26,010,000 . 35 - Io 
1872 . 43,620,000 - 14,190,000 - 29,430,000 - 32 . - &% 


It will be observed that, as the proportion of regulated to non- 
regulated issue increases, so the changes in the rate of discount 
become more numerous and more severe. These simultaneous 
events may have no necessary connection with each other, but 
“the probability that greater and more rapid fluctuations in the 
British rate of discount will ensue, should such alterations in the 
note circulation continue to increase, cannot be doubted, in pro- 
portion as the influence of the note circulation on the banking 
reserve of, the Bank of England increases.” 
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FINANCIAL PLANS OF THE DAY. 
By A VETERAN BANKER. 


Mr. Henry C. Carey, the economist, has addressed five letters 
to. the Secretary of the ‘Treasury under the titlke—“Currency infla- 
tion: how it has been produced, and how it may profitably be 
reduced.” 


The opinions of a man whose whole life is a record of this spe- 
cial study may be supposed much more deserving of respect than 
those of tne newspaper editor or the Congressional debater, who, 
if any thing is to be written or said, “crams” for the occasion, 
like an ill-prepared college student before entering upon his ex- 
amination. But we regret to see that Mr. Carey, in this mattter, is 
no more than an experimentist. The age is beyond this. If it does 
not know what the law is, it knows that there is a law; and it is 
waiting, expectant, for the man who is to expound it. The Uni- 
verse does not move by experiment, but by law; and so must 
move all its parts. If Mr. Carey’s long devotion to scientific 
economy winds up at last without a single authoritative maxim of 
law running through’ this pre-eminently great and grand theme of 
social organization, we may well despair of any valuable results from 
the bureaus at Washington, which are not, apparently, designed to 
elucidate any thing; or from Committees of Ways and Means, 
whose ways and means are bounded by the cross-examination of 
“experts,” and the yearly product of a volume or two of barren 
interlocutions. Mr. Carey’s position with respect to the currency may 
be inferred from the following conversaticn with the Hon. Hugh 
McCulloch in May, 1865, shortly after his accession to the 
Treasury. 

‘* He declared himself a disciple of Mr. Clay, and a thorough believer in his 
protective doctrines. Regarding him as sincere in this expression of opinion, 
I said, that in view of the great changes now (1865) to be met, millions of 
men North and South returning from the field, and needing to seek employ- 
ment at a time when the Government must not only cease to be a purchaser, 
but must, on the contrary, become a seller of commodities it had already pur- 
chased, it was most desirable that all our measures should tend in the direction 
of stimulating production and making demand for labor; and that if I had my 
will gold should be at 200 for the next seven years, as the premium afforded 
a protection that even false invoices would not enable the foreigner to avoid. 
Fully coinciding in the view thus suggested, the Secretary answered—‘ That is 
too much, but I should gladly see it at 175.’ Three months later, he was in- 
structing his representative abroad to give assurance that we should have 
resumed specie payments before the first 7-30’s became due. Two months yet 
later came the destructive Fort Wayne decree, and from that hour did the 
Secretary persist in the absurd and injurious course of policy therein 
announced.” 

Mr. Carey, though not bound to secrecy, did not feel at liberty 
to make public this conversation with the Secretary, because it 
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would have given the gold market the cue with respect to his 
management of the Treasury. He now says: 


“This gentleman having become a London banker, and being thus largely 
interested in perpetuating our dependence on Great Britain, has just volun- 
teered to advise our people in relation to free trade and specie payments, thus 
giving warrant for making public some facts in reference to his opinions and 
the changes they have undergone.” Whence the foregoing exposure. 


Mr. Carey quotes from Professor Bonamy Price in support of 
a theory or law of currency urged upon our legislators by him- 
self thirty years ago, as he tells us: 

“ And now,” says Mr. Price, “we reach the most important question of all 
—in what numbers will these bank-notes circulate? It is the crucial ques- 
tion wherewith to test the soundness of every theory of currency. . . 
Every doctrine which is mistaken on this central principle is worthless as an 
interpreter of the science of currency. . . Soe many bank-notes as the pub- 
lic wants, and can use, will circulate and no more Neither the bankers nor 
Parliament, nor the law, nor the need of borrowers, nor any other power, 
but the wants and convenience of the public, the number and amount of the 
specific payments in which bank-notes are used, can determine how many con- 
vertible bank-notes will remain in circulation, and not be returned upon the 
hands of the bankers for payment. This is the truth of truths in currency. 

The attempt to substitute any other regulator of the quantity of the 
notes circulating than the inclination of the public to keep them, is absolutely 
hopeless. An expanded or inflated circulation of bank-notes is an absurdity, 
nothing better than pure nonsense. It would be just as sensible to speak of 
an expanded or inflated circulation of hats. It is easy enough for the hatter 
to make more hats than can be sold; but where is the inflation in that case? 
In the number of hats circulating about the town, in each man having a 
dozen hats in his house? The very question is puerile. There would be an 
inflation of hats, but it would be found in the shopsvof the hatters, and not 
in the circulation of hats. There may be in the “same way an inflation of 
bank-notes, by too many being made, but the inflation would not be found in 
the circulation of notes. but in the banks, which would be stuffed up with 
their own unusable and unsaleable wares. Ask each of yourselves how it is 
possible to inflate your own use of bank-notes. The question itself . excites 
your ridicule.”—Principles of Currency, pp. 108-110. 

It is to the precept or the philosophy contained in this para- 
graph that Mr. Carey commends the attention of Secretary Bris- 
tow. We confess that we see nothing in it beyond that well-worn 
metaphysical dictum—* whatever is, is right.” If a given quantity 
of paper money for the banks be printed by the Washington 
Bureau—say 350 million dollars; and if the banks pay it all out, 
and it does not return upon them for redemption, that is the 
proof that there is no excess in the circulation; whence, there is 
no fault to be complained of. If 50 million of it be returned to 
the banks, it remains an inert quantity in their vaults; whence, 
there is no fault, since no injury accrues to the body politic. The 
instant that the quantity in circulation exceeds the requirements 
of business, the excesseis returned and added to the inert mass; 
and still there is no fault. Our position is right, whatever it may 
be. It is a self-correcting position. The evidence that it is right 
consists solely in the fact that it is what it is, and nothing else. 
If it were made otherwise, it would still be right, because the 
process of the change 1s itself the process of correction. Nothing 
can go amiss. The inflation of the hats, according to Mr. Price, 
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being on the shelves of the hatter, and not on the heads of the 
people, is a perfectly harmless inflation; and that of the banker 
being in the banker’s vaults, is likewise harmless! To what pur- 
pose, then, is all our agony of apprehension on account of the 
currency, this distrust and fear of commercial disaster, by which 
the whole country is perplexed and confounded ? 


There is a style of reasoning much used by writers on finance 
that well deserves to be called the argumentum ad ignorantiam. 
It is that of simz/e. On no other subject may the unwary reader 
be so easily misled—instance, the apologue of the hats of Mr. 
Price. The parallel holds good throughout, until we find no in- 
flation of hats except on the shelves of the hatter, and likewise 
none of paper money except in the vaults of the banker. Here 
it fails. It fails on the instant that the characteristic function of 
paper money is challenged by necessity. No theory, we believe, 
is more generally accepted than that of excess in the currency 
being reflected in the price of commodities, or in the extent of 
speculative enterprises, to which there is no limit. Unhappily for 
Mr. Carey’s commendation of the hat figure to the Secretary of 
the Treasury, there is a limit, as our census reports, to the number 
of heads in the United States. 

In his third letter, Mr. Carey speaks of “that other portion of 
the currency which consists of bank debts, and is known by the 
name of deposits.’ How are we ever to make ourselves intel- 
ligible to each other, if every man persists in making a vocab- 
ulary of his own, without regard to the common or the official 
meaning of the terms employed in financial documents? The 
term currency is defined in our dictionaries, “ the aggregate of 
coin, bills, notes, etc., in circulation ; that which passes for money 
in a country.” Ex: “a metallic currency ; a mixed currency.” In 
no dictionary that we are acquainted with is there a meaning given 
essentially different from this. We have a “Comptroller of the 
Currency.” In all our official Treasury reports, from the beginning 
of the Government, the word currency is used in this sense, and 
in no other. In no official document that we have ever seen is 
it confounded with dank deposits, which are inscriptions of personal 
credit, and which do not pass from hand to hand, except on per- 
sonal guarantee. We apprehend that the Treasurer of the United 
States is the mountain in this case, and will not come to 
Mahomet. 

Mr. Carey’s final proposition to the Secretary is, that “a 3-65 
bond interchangeable with greenbacks be issued, and adopted as 
the recipient of any excess of currency in circulation ;” but we do 
not see where that excess is ever to be found on “the hat 
theory.” There are other propositions of a general character in 
his letters, to which, on suitable occasion, we may recur here- 
after. 





CURRENCY AND CREDIT. — 


CURRENCY AND CREDIT, Now 2 
THE SUFFOLK BANK SYSTEM OF REDEMPTION. 


In the letter which appeared in the BaNKER’s MaGaziNeE for 
September, from Mr. J. E. Williams to Senator Sherman, it is said: 
«“ Among such useless antiquities may be classed the Suffolk Bank 
system, so called, which was the most unmitigated paper scheme 
ever devised; under it millions of bank-notes were redeemed 
without using a dollar of specie! yet that did good service fifty 
years ago, but is of no use now.” I hope to be able to show that 
the Suffolk system may be of some use now, and that it is the 
best that can be had under any circumstances. The fact that 
millions of bank-notes were redeemed without the use of any 
specie is, I think, no argument against the system, but is an 
undoubtedly strong reason in its favor; for the good of any sys- 
tem of redemption is not to be measured by the amount of gold 
that changes hands, but by the amount of notes that are actually 
redeemed. ‘That system which will redeem the largest amount 
with the least disturbance and inconvenience cannot fail to be the 
best. Effective redemption need not necessarily be an annoyance 
and a burden to all concerned in it, but no system of redemption 
can be effective, and meet the wants of the country, unless 
through it bank-notes can be redeemed without the expense and 
trouble of handling the gold. 

To any one familiar with banking, it is plain that, though a 
bank may receive and pay out millions of dollars, yet little money 
actually changes hands; and if we were now on a gold basis 
this would still be the case. The gold would lie in the vaults of 
the banks, and all settlements, excepting the final one at the 
Clearing-House, would be made by transfers of credit. So long 
as people think that the object of every transaction is to have a 
certain amount of gold pass from the hands of one person to 
those of another, just so long shall we have all kinds of wild 
schemes for returning to a specie basis. Whenever it is fully 
understood’ that banking is not dealing in gold, but that banks 
deal in debts or transfers of credit, then and not till then shall 
we have proper legislation. 


The higher the state of civilization in a country, the more 
thoroughly organized does credit become; and nearly all the 
business is carried on by credit, and the settlements made by the 
transfer of credit. Gold or money has but one part to play in 
the whole matter, and that part is to measure values, and in final 
settlements between countries to adjust the balance. No one 
wants gold for itself, but simply for what it will buy. If we were 
on a specie basis, and I should pay a man one thousand dollars 
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in gold, would he keep the gold? Not at all; gold is not what 
he would. want; he would deposit it in a bank. Now what does 
that mean? Simply this and nothing more, that he buys with 
the gold a thousand dollar credit, showing he does not wish gold 
but credit, and that he would have been as well satisfied with my 
check or the notes of a bank which he would have deposited in 
his bank, and in this way would obtain the credit desired. The 
check or notes would be sent through the Clearing-House. Mul- 
tiply the transactions until they amount to hundreds of millions, 
and the result would be the same. Gold is not wanted at all; it 
is simply credit after all that is wanted, and gold has no use in 
all these transactions except to measure value. - 

What then is the Suffolk system which Mr. Williams considers one 
of the useless things of the past? It does for the notes of the 
banks what the New York Clearing-House does for the checks 
of the New York banks, furnishing the means of sending the 
notes home to the banks where they belong. There is no real 
difference between the two; both are absolutely necessary for a 
sound system of banking. Under no other system can there be 
effective redemption. Redemption at a bank counter only is no 
redemption at all. It can never be anything more than an 
occasional spasmodic run on a bank, wholly dependent on the 
condition of confidence reposed in the bank by the public, and 
on the event of the notes being widely scattered, or more local in 
their circulation. Under the present system of secured circulation 
there would not be any presentation at the counter, for the bills 
are safe and that is all the public wants. It seems to me as 
reasonable to say that a clearing-house for checks is of no use as 
to say the Suffolk system can be of no use. For without the 
agency of such a system the notes of all the banks would flow 
to the financial centers, and would remain there until the move- 
ments of trade should call for them. The consequence would be 
a series of irregular heavy drains on the money centers, attended 
by frequent spasms of the loan market. With the Suffolk system, 
on the contrary, the bank-notes would gradually become more 
localized, as each bank would be compelled to redeem and ac- 
cumulate large amounts of its own notes “between seasons.” 
These notes the banks would be unable to keep afloat except to 
meet the demands for currency when business becomes active. 


One great defect of the National banking system is that the 
volume of currency remains the same at all times. When trade 
is brisk it cannot expand to meet its wants, and when the coun- 
try needs less currency there is no way of withdrawing the 
surplus notes, but they remain out and compel the banks to 
make greater efforts to use them. Under the Suffolk system the 
notes would be returned to the banks that issued them, and there 
they would remain until they were needed for legitimate business. 
With this system the money of the country would not all accu- 
mulate in our great financial cities, to be loaned out and to be 
called in again suddenly to meet demands for the movement of 
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the crops in the autumn. The surplus notes would be charged 
to the banks and sent home, and in every part of the country 
where .banks exist there would be at all times currency sufficient 
for legitimate business purposes. 

In closing I will suggest a simple, and, I think, a sure way of 
returning to a specie basis: 


First, Establish free banking, with the Suffolk system of re- 
demption. Secondly, Let the Government pay as fast as possible 
all its non-interest-bearing debt. Zv%irdly, Let Congress pass a 
law repealing the legal-tender act, and requiring the banks to re- 
deem their notes in gold on demand; the law to go into effect 
at a prescribed future date, say two or three years after the pas- 
sage of the act. GrorcE A. BUTLER. 


NEW HAVEN, Sept. 24th, 1874. 





BANK NOTE CIRCULATION. 


Mr. J. B. Howe, of Lima, La Grange County, Indiana, has 
published a pamphlet of seventy pages, entitled, “An Essay upon 
the amount of bank-note circulation under specie payments, and 
the propriety and necessity of establishing a consolidated bank re- 
serve in New York city, and other topics connected therewith.” 


This pamphlet is an interesting, though verbose production. Mr. 

Howe is a rapid thinker, and does himself injustice in putting out 
a mass of propositions which, we fear, will discourage a wide 
reading. He is sensible of this himself, and gives the poor excuse 
that “he has not had time to make it shorter.” His main object 
is “to show the absolute necessity to the banks and country of a 
consolidated coin reserve for purposes of economy and security— 
to the utmost extent possible—against panics and crises. 
All estimates of currency per capita, or in gross, or by ratios to 
wealth, that I have ever seen, are entirely unsatisfactory to me, 
and have left me more in the dark than I should have been 
without them.” 

The following extract gives the drift of the author’s mind, and 
foreshadows a possibility which already commands a growing 
assent among our most intelligent bankers. Bank deposits he char- 
acterizes as “the auxiliary of bank-note and coin circulation, which 
ought to have a foundation in coin reserve equal to one-third of 
their total or gross amount. But this reserve has been reduced 
sometimes to nearly one-eighth, or perhaps as low as one-ninth; 
the same amount of values continuing to be circulated, no matter 
how low the reserve might run; bank credit still remaining at par 
until it suffers a sudden collapse by the suspension of the bank. 
This. immense inflation, as it is erroneously called, is not generally 
understood until suspension shows that it existed. " 


Mr. Howe thinks that the present banking system has great 
25 
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difficulties to contend with on account of its inability to exert the 
power that it really possesses in an emergency—a weakness con- 
sequent on the general principle of segregation and rivalry, on 
which the system is constituted. If it cannot be so amended as 
to exert this power of control, the next great step in national 
finance will be, he thinks, a recurrence to a “ United States Bank 
and branches.” 





CONVERSION OF WORN-OUT BANK BILLS. 
By W. P. Bor anp. 


It is now generally understood that the plan of so-called 
redemption of the National currency, enacted by Congress 
June 22, 1874, is a failure. The Treasurer announces that he 
suspends payment because his funds have given out. This an- 
nouncement proves that this kind of redemption is as unreliable 
as it has proved harassing and oppressive. The truth is, there 
exists no necessity for the redemption of the National currency, in 
the sense of a substitution of legal-tender for National bank-notes, 
and if there were, the means provided by the present law are in- 
ferior to those afforded by the law as it stood. There is, however, 
a demand for an improved method of exchanging old and worn- 
out currency for new bills. The people, being condemned to use 
paper money, demand that it shall be good and bright, and not 
an undistinguishable mass of dirty rags. 

The public at large and the banks themselves having a com- 
mon interest in keeping the currency in good condition, it would 
seem that the service might be performed more expeditiously and 
satisfactorily by a co-operative arrangement among banks than 
in any other way. To this end I venture to suggest the repeal of 
the 3d section of the Act of June 22, 1874, and the adoption of a 
plan of which the following is an outline. 


Let a Currency Clearing-House be established in the city of 
New York, under the control of the Associated Banks of that 
city, whose duty it shall be to receive, assort, and attend to the 
destruction of mutilated and defaced National currency, to ob- 
tain new bills therefor, and return them to the banks of issue, as 
follows : 

On the receipt of $500, or a multiple of that sum, from any 
National Bank, the Currency Clearing-House to deliver to the 
New York Redeeming Agent of that bank certificates of receipt, 
the Redeeming Agent crediting the amount thereof to its corre- 
spondent, less a fixed discount. The Currency Clearing-House 
would assort these bills, and, whenever five hundred dollars of the 
issue of any bank was on hand, have the-bills destroyed, as pro- 
vided by law. New bills might be sent to the bank of issue from 
the office of the Comptroller of the Currency, and the Redeeming 
Agent, when properly notified that new currency had been so sent, 
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would deliver to the Currency Clearing-House, on demand, a corre- 
sponding amount of its certificates, charging same to the bank of 
issue. In the case of bank bills payable by the Treasurer of the 
United States in legal-tender money, the Currency Clearing-House 
would collect and pay over to the holders of its certificates—or 
certificates payable in legal-tender might be issued for such 
currency, if preferred. 

It will be seen that the amount of certificates outstanding would 
at any time represent the amount of currency in process of con- 
version. Examinations of the Currency Clearing-House, under 
authority of the Comptroller of the Currency and the Associated 
Banks, would be a proper safeguard, and, in addition thereto, 
security might be taken for the protection of trusts committed to 
it. Special rates might be obtained of the express companies for 
currency in transit, and indeed the whole expense might be made 
as low as comports with the accurate and honest performance of 
the service. It would be necessary that the banks outside of the 
city of New York should be required by law to designate a 
Redeeming Agent in that city. If the law also provided that 
worn-out currency should be destroyed in New York, and that 
bank bills payable in legal tenders might be paid by the Assistant 
Treasurer in New York, it would render the work of conversion 
more easy and rapid. The advantages which it is believed this 
plan possesses are: 

1st. The banks would pay a reasonable charge for the services 
of an agent employed by themselves, and only to the extent they 
saw fit to employ that agent. 

2d. The reserves of the banks would be kept in their own 
vaults, or at the commercial center of the country, where they are 
needed for various purposes, and not at the political center, where 
they are not needed at all. 

3d. The currency would be withdrawn no longer, and in no 
greater amount, than required to effect the exchange. 


THE BANKS AND THE BONDS DEPOSITED FOR 
CIRCULATION. 


To the Editor of the Bankers Magazine: 


One provision of the National Banking Act. that has received 
but little attention may be worth considering at this time. In a 
few weeks Congress will come together again, and the question of 
banking and the currency may be expected to occupy much of the 
time and thoughts of business men as well as of members of Con- 
gress. The law requires the banks to deposit, with the Treasurer 
of the United States, bonds as security for their notes; and the 
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Comptroller of the Currency issues to the banks notes to the 
amount of ninety per cent. of the face of the bonds. Under this 
arrangement the banks are compelled to deposit bonds the market 
value of which is twenty per cent. above the amount of the bank- 
notes issued upon them. 

It is doubtful if a system of banking with the circulation secured 
by Government bonds is the best that can be had. It is not, 
however, my intention in this letter to attack the present system 
of banking, but to suggest the possibility of having a secured cir- 
culation which will not be so costly to the banks, or to the 
country. There can be but one purpose to be accomplished by 
the law, and that is to give protection to the bill holders. Any 
thing more than this exceeds the intention of the statute. It puts 
a burden on the banks, and a heavy tax on all business interests. 
For a secured circulation the law should not exact from the 
banks, and thereby from the country, any thing more than is nec- 
essary to fully protect the holders of bank-notes from loss in 
case of the failure of a bank. When the law exacts more than this 
it obstructs the business interests of the country, and curtails the 
real capital available for business purposes by the whole amount 
exacted by the law in excess of what is necessary to make the 
notes perfectly secure. Does not the law now put this burden 
upon the business of the country, and has not the time come 
when it should be removed ? 

There can be no doubt that the bonds of the United States will 
be at all times at par in gold unless Congress should, by unwise legis- 
lation, impair the credit of the Government ; and if the bonds re- 
main at par, safety does not require that the amount of bonds de- 
posited should exceed the amount of notes issued. I think that 
Congress should amend the Banking Act, and authorize the Treas- 
urer of the United States to return to the banks all bonds in ex- 
cess of the amount of notes issued to them; the notes would then 
be perfectly secure, and a large amount of capital would be re- 
leased for the use of the merchants and manufacturers. Is there 
any wisdom in taking one hundred dollars of real capital, to cap- 
italize ninety dollars of credit? ‘That is what is done under the 
present law. If the law should be amended as suggested, it would 
add to the business capital of the country nearly forty millions of 
dollars. It is difficult to estimate the benefit that would be de- 
rived from this additional capital. This at least is the opinion of 

A Country BANKER. 
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THE LIABILITY OF BANKS FOR SPECIAL DEPOSITS. | 


The question of the liability of a bank for its special deposits 
is one of great interest, and has been the cause of much discus- 
sion. An important decision has recently been rendered in the 
case of the Third National Bank of Baltimore, which was robbed 
by burglars in August, 1872, when large amounts, held as special 
deposits, were stolen. 

Among others taken were some $20,000 worth of securities be- 
longing to W. A. Boyd & Co. These had been deposited in 
1866, under a special agreement, as collateral security for such 
sums of money as the firm might borrow from the bank from 
time to time. At the time of the robbery the firm owed the 
bank nothing. Demand was made for the bonds, or their value, 
when the bank refused to pay, on the ground that they were 
merely kept in the safe at the risk of the owners, and subject to 
their order, inasmuch as they were not at that time actually in- 
debted to the bank. Suit was then brought for the value of the 
bonds, and the questions which came up for consideration were 
stated at length in the BANKER’s MaGazineE for July, 1873. They 
were mainly whether the bonds, at the time they were stolen, 
were held by the bank as collateral or as a deposit at the owner’s 
risk; and whether the manner in which the securities were kept 
indicated any negligence, supposing the bank’s duty in the matter 
extended no further than to use reasonable diligence and care in 
securing the property. The case involved an exhaustive inquiry 
into the mode of constructing vaults, the comparative merits of 
burglar-proof safes, the degree of caution that should be exercised 
in the employment of a night watchman, and the compensation 
that should be paid in order to relieve him of the necessity of 
engaging in other employment during the day, with many inci- 
dental matters. The case was tried in May, 1873, and the jury 
failed to agree. The record was then sent to the Circuit Court 
for Howard County, and the jury has now brought in a verdict 
for $29,117.83 for the plaintiffs—the full amount claimed. 

Whether this.decision be final or not, it should warn bankers 
that the special deposits of customers cannot be held without 
some risk to themselves. No such risk ought to be assumed or 
asked for when every facility and protection are given by the Safe 
Deposit Companies, who afford for a very moderate cost a guar- 
antee beyond cavil. 
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INQUIRIES OF CORRESPONDENTS, 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. EVASIONS OF THE STAMP TAX ON CHECKS. 


MADISON, Wis., Aug. 29, 1874. 


The practice is becoming quite prevalent among banks to issue drafts paya- 
ble “one day after date without grace,” to save the stamp required on the 
common check. Drafts drawn payable at a fixed day must be presented to 
drawee on the day when due, else the liability of drawer and indorsers ceases. 
There is, therefore, no safety in taking this class of exchange when it cannot 
be ae ge until after due. Will you caution banks against the system? 
No bank should receive such exchange except for collection. 


Our opinion upon this question has been expressed very decidedly, and is 
given at some length in the second article of the present number; to which we 
refer this correspondent, and also the two whose letters next follow: 


WELLSVILLE, N. Y., Sept., 1874. 


Please inform us if the use of checks or drafts like this—“ payable one day 
after date without grace,” is legitimate or not. We notice your remarks in 


August number of the Magazine, but have seen no decision against the legality 
of their use. 

We would not knowingly violate any statute of our land. If they are legal, 
why not use them? 


DENISON, Texas, Sept., 1874. 


The U. S. Revenue Law requires a two-cent stamp on every bank check; 
but does the law exempt such checks when printed in the shape of a receipt? 


In reply to the foregoing we have to say: 

1. Such checks or receipts are not void because unstamped ; but, 

11. It is evident that the object in so drawing them is to evade the require- 
ment of the internal Revenue Law; and that, 

111. Though not coming within the penalties of its /e¢ter, they are plainly 
in evasion of its spirit. 

The reasons for not using them are: 

First. In the event of non-payment of such a check the drawer and en- 
dorsers are released if demand be not made on the day after its date, and 
notice then ‘given. ° 

Second. Because when their use is perceived to be simply a trick to save a 
twopenny stamp by evading a law, every honorable man ought to shrink from 
it. We cannot understand how men whose character and standing bespeak 
them to be gentlemen, can see this in any other light, as from their practice 
they seem to do. 

We subjoin a pointed reply from the Commissioner of Internal Revenue, to 
a similar inquiry. 
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Treasury Department, Office of Internal Revenue, 
WASHINGTON, Sept. 2, 1874. 


Levi T. Hull, Esq., Coliector of Internal Revenue, 2d District, Constantine, Mich. 


Sir: C. D. Randall, Esq., of Coldwater, President of the Southern Michigan 
National Bank, has written to this office respecting the liability to stamp duty 
of checks or drafts payable “one day after date without grace,’ and also of 
receipts used as a substitute for bank checks. 


Please advise him that bank checks, drafts, or orders payable at sight or on 
demand, drawn by any party, for any amount, upon a bank, banker, or trust 
company, are subject to a stamp tax of two cents. All other papers issued on 
or after October 1, 1872, are exempt. 


It is not to be expected that this office will aid in inventing Forms for the 
evasion of the tax on bank checks. Very respectfully, 


H. C. Rocers, Deputy Commissioner. 


II. FRACTIONAL CURRENCY AS A LEGAL TENDER. 


HARRISBURG, Penn., October, 1874. 


Will you please tell me to what amount ten, fifteen, twenty-five, and fifty 
cent notes, and one and two dollar bills are legal tender ? 


The notes for fractions of a dollar were never declared to be a legal 
tender. They are “exchangeable for United States notes in sums not less 
than three dollars, and receivable in payment of all dues to the United 
States less than five dollars, except customs,’ as stated in the law and upon 
the notes. 

There is no limit fixed to the amount for which one and two dollar bills of 
the U. S. are a legal tender. 


III. Grace ON TIME CHECKS. 
ERIE, Pa., September, 1874. 
Our bank having paid to-day a check drawn “fifteen days after date,” a 
discussion has ensued, which we submit to you. Are such checks entitled to 
grace, and is it proper or not to protest for non-acceptance if presented before 
due ? 


A check payable after its date is regarded in law as “an inland bill of ex- 
change.” In this State a special enactment rules that a time check is not 
entitled to grace, nor does it require protest for non-acceptance. In other 
States the laws differ. ABBoTT’s “United States Digest’? furnishes the fol- 
lowing decisions on these points. 

Notice of non-payment must be given to the indorser of a check, payable 
ninety days after date, without the allowance of days of grace. Westminster 
Bank v. Wheaton, 4 R. J., 30. ; 

A bank check, payable at a future day is subject to the same rule as re- 
gards presentment for payment as a check payable on demand, and the holder 
has until the close of banking hours of the day next after the date it becomes 
payable in which to present it for payment. SBlachly v. Andrew, 1 Disney 
(Ohio), 78. . . 

A bill of exchange payable at a time certain need not be presented for ac- 
ceptance until maturity, but, if it is, notice and protest are necessary. Car- 
michael v. Pennsylvania Bank, § Miss. (4 How.), 567; Bank of Bennington 
v. Raymond, 12 Vt., 401; Glasgow v. Copeland, 8 Mo., 268. 

But if the bill is presented for acceptance before that time, and acceptance 
refused, notice must be given in order to fix the liability of indorsers. G/as- 
gow v. Copeland, 8 Mo., 68. 
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BANKER’S MAGAZINE. [ November, 


TREASURY CALLS OF 5-20 BONDS FOR REDEMPTION, 
UNDER THE ACT OF 25TH FEBRUARY, 1862. 


Numbers both inclusive in every call. 


FIRST CALL.—September 1, 1871. 
Matured December 1, 1871—Bonds of First Series—$ 100,000,000. 


Registered. 
$50, No. 1 to No. 
100, No. 1 to No. 

$ 500, No. 1 to No. 
$1,000, No. 1 to No. 
$ 5,000, No. 1 to No. 
$ 10,000, No. 1 to No. 


Coupon. 

I to No. 30,699 
I to No. 43,572 
1 to No. 40,011 
1 to No. 74,104 


$50, No. 
100, No. 
500, No. 
1,000, No. 


SECOND CALL.—December 7, 1871. 
Matured March 7, 1872—Bonds of Second Series—$ 20,000,000. 


Coupon. Registered. 


$50, No. 
100, No. 


I to No. 
I to No. 


596 to No. 
- 4,104 to No. 


1 to No. 


500, No. 
1 to No. 


$ 1,000, No. 


THIRD 
Matured March 20, 


Coupon. 

$50, No. 

$ 100, No. 13, 
$ 500, No. 


5,461 to No. 
4 to No. 


7,965 to No. 
$1,000, No. 11,121 to No. 


$ 500, No. 
$ 1,000, No. 
$ 5,000, No. 
10,000, No. 


1,900 to No. 
8,907 to No. 
2,666 to No. 
2,907 to No. 


CALL.—December 20, 1871. 


1872—Bonds of Second Series—$ 20,000,000. 


No. 
No. 
No. 
No. 
No. 
No. 


$ 50, 
100, 

$ S00 
$ 1,000, 
$ 5,000, 
$ 10,000, 


10,775 
25,935 
16,179 
27,443 


Registered. 

698 to No. 
5,080 to No. 
2,484 to No. 
11,009 to No. 
3,403 to No. 
3,900 to No. 


FOURTH CALL.—March 1, 1873. 
Matured June 1, 1873—Bonds of Second and Third Series—$ 50,000,000. 


Coupon. 


$50, No. 10,776 to No. 


No. 25,936 to No 
No. 16,1 


; 100, 
00, 
$ sen, 


Second Series. 


Coupon. 


Third Series. 
I to No. 1,200 


to No. 
No. 27,444 to No. 


$ 50, No. 
100, No. 

$ 500, No. 
$ 1,000, No. 


27,798 
. 66,646 
41,373 
71,259 


1 to No. 4,752 
I to No. 3,000 
1 to No. 5,733 


Registered. 
$50, No. 841 to No. 1,233 
ty No. 5,992 to No. 8,803 
500, No. 2,959 to No. 5,360 


Registered. 
1,000, No. 13,151 to No. 20,680 
5,000, No. 4,103 to No. 6,402 
4,775 to No. 7,092 


: 


10,000, No. 





1874-] TREASURY CALLS OF FIVE-TWENTIES FOR REDEMPTION. 391 


Matured September 6, 1873—Bonds of Third Series—$ 20,000,000, 


$50, No. 


No. 
No. 
No. 


100, 
500, 
$ 1,000, 


Matured November 1, 1873—Bonds of Third Series—$ 15,000,000; 


$ 50, 
100, 
500, 

$ 1,000, 


No. 
No. 
No. 
No. 


FIFTH CALL.—June 6, 1873. 


Coupon. 
1,201 to No. 


- 4,753 to No. 
- 3,001 to No. 


- 5,734 to No. 


6,200 
20,000 
10,700 
22,600 


$50, No. 
100, No. 
500, No. 
$ 1,000, No. 
$5,000, No. 
10,000, No. 


Registered. 
1,234 to No. 
8,804 to No. 
5,301 to No. 

20,681 to No. 
6,403 to No. 
7,093 to No. 


SIXTH CALL.—August 16, 1873. 


Coupon, 


6,201 to No. 
20,001 to No. 
10,701 to No. 
22,601 to No. 


10,200 
30,750 
15,800 
36,000 


gis 
$ $4 


No. 
No. 
No. 
No. 

$ 5,000, No. 
$ 10,000, No. 


Registered. 
1,321 to No. 
9,501 to No. 
5,701 to No. 

23,301 to No. 
7,501 to No. 
9,681 to No. 


SEVENTH CALL.—November 1, 1873. 


Matured February 1, 1874—Bonds of Third Series—$ 5,000,000. 


. 10,201 to No. 
- 30,751 to No. 
. 15,801 to No. 
. 36,001 to No. 


Matured September 3, 1874—Bonds of Third 


$ 50, 
100, 
500, 
,000, 


Matured September 5, 1874—Bonds of Third Series—$ 1,000,000. 


$ 50, 
100, 
500, 

$ 1,000, 


Coupon. 


EIGHTH CALL.—June 3, 


Coupon. 


. 10,601 to No. 
. 34,001 to No. 
. 17,601 to No. 
. 41,001 to No. 


10,600 
34,000 
17,600 
41,000 


12,100 
37,400 
19,300 
46,100 


$ 50, 
Fw 100, 
‘ane 500, 


$ 10,000, 


Ser 


$ 50, No. 
No. 


No. 
$ 5,000, No 
$ 10,000, 


No. 
No. 
No. 
$ 1,000, No. 
$ 5,000, No. 
No. 


No. 


Registered. 
1,376 to No. 
10,301 to No. 
6,101 to No. 
25,001 to No. 
7,901 to No. 
10,10t to No. 


1874. 


ies—$ 5,000,000. 


Registered. 
1,411 to No. 
10,561 to No. 
6,301 to No. 
% 25,051 to No. 
. 8,101 to No. 
10,321 to No. 


NINTH CALL.—June 5, 1874. 


Coupon. 


. 12,101 to No. 
. 37,401 to No. 
. 19,301 to No. 
. 46,101 to No. 


12,200 
38,200 
19,400 
47,300 


$50, No. 
100, No. 
500, No. 
1,000, No. 
5,000, No. 

$ 10,000, No. 


Registered. 
1,451 to No. 
10,681 to No. 
6,391 to No. 
26,101 to No. 
8,301 to No. 
10,510 to No. 


1,320 
9,500 
5,700 

23,300 
7,500 
9,680 
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TENTH CALL.—August 1, 1874. 
Matured November 1, 1874—Bonds of Third Series—$ 25,000,000. 


Coupon. Registered. 
$50, No. 12,201 to No. 14,500... $50, No. 1,461 to No. 
$ 100, No. 38,201 to No. —_ eee $ 100, No. 10,701 to No. 
$500, No. 19,401 to No. 28,700... $500, No. 6,401 to No. 
$1,000, No. 47,301 to No. 70,200 .... $1,000, No. 26,167 to No. 
$5,000, No. 8,304 to No. 
$ 10,000, No. 10,518 to No. 


ELEVENTH CALL.—September 1, 1874. 
Matures December 1, 1874—Bonds of Third and Fourth Series—$ 15,000,000. 


Coupon, Third Series. Coupon. Fourth Series. 
$50, No. 14,501 to No. 17,874... $50, No. 1 to No. 1,310 
100, No. 45,101 to No. 54,928... $ 100, No. 1 to No. 1,066 
500, No. 28,701 to No. 30,963... $500, No. 1 to No. 1,786 
$ 1,000, No. 70,201 to No. 78,132 ....- $ 1,000, No. 1 to No. 4,370 


Registered. Registered. 
$50, No. 1,751 to No. 1,800 -- $1,000, No. 31,610 to No. 32,950 
100, No. 13,301 to No. 13,900 .... $5,000, No. 9,801 to No. 10,150 
500, No. 7,701 to No. 7,950 ---- $10,000, No. 11,751 to No. 12,500 


TWELFTH CALL.—October 1, 1874. 


Matures January 1, 1875—Bonds of Fourth Series—$ 10,000,000. 


Coupon. Registered. 


$50, No. 1,311 to No. 4,200 i $50, No. 1,801 to No. 1,820 
100, No. 1,967 to No. 6,200 $100, No. 13,901 to No 14,150 
500, No. 1,787 to No. 5,000 sey $500, No. 7,951 to No 8,070 
$1,000, No. 4,371 to No. 14,900 ---- $1,000, No. 32,951 to No. 33,350 
$5,000, No. 10,151 to No. 10,260 

$10,000, No. 12,501 to No. 13,200 


Tora oF CALLS, September 1, 1871, to October 1, 1874, $ 286,000,000. 


IMPORTANT RULING AS TO RAISED CHECKS.—The case of Sinclair & Morrison 
v. the Central National Bank, was decided in the United States Circuit Court at 
Philadelphia, on October 16th. Plaintiffs were the drawers of a check for $100, 
raised to $ 2,100 by the drawee, and claimed of the bank $2,000 improperly 
paid. Judge McKennan charged the jury that if they believed, from the 
testimony and from an inspection of the check, that there was nothing unusual 
in its appearance, nothing which would have been sufficient to put a careful 
person upon his guard, then they should find for the defendants; if otherwise, 
their verdict should be for the plaintiffs. The paying tellers of several banks 
having testified that there was nothing in the appearance of the check, as 
raised, to excite suspicion, the jury rendered a verdict for the bank. 





PUBLIC DEBT. 


PUBLIC DEBT OF THE UNITED STATES. 


Recapitulation of the Official Statements (cents omitted). 


DEBT BEARING INTEREST IN COIN. 
Sept. 1, 1874. 


Bonds at six per cent $ 1,213,228,050 
Bonds at five per cent 511,025,200 


$ 1,724,253,250 


Oct. 1, 1874. 


-- $1,207,204,600 
517,025,200 


-- $1,724,229,800 


“DeBT BEARING INTEREST IN LAWFUL MONEY. 


Certificates indebtedness at 4 per cent.... $ 678,000 
Navy pension fund at 3 per cent 14,000,000 


$ 14,678,000 
Debt on which interest has ceased 2,578,440 


DEBT BEARING NO INTEREST. 


Old demand and legal-tender notes......- $382,076,697 
Certificates of deposit 58,690,000 
Fractional currency 45,797,075 
Coin certificates 29,141,200 


$ 515,705,573 


Total debt $ 2,257,215,263 
Interest 29,350,511 


Total debt, principal and interest $ 2,286,571,775 
CASH IN THE TREASURY. 


Currency 
Special deposit held for redemption of cer- 
tificates of deposit, as provided by law . 


$ 146,393,160 


Debt, less cash in the Treasury, Sept. 1,74 $ 2,140,178,614 
Debt, less cash“ Oct. 1,774 


Decrease of debt during the past month... $ 1,626,760 
Decrease of debt since June 30, 1874..-- 2,909,626 


$ 678,000 
14,000,000 


$ 14,678,000 
6,457,710 


--  $ 382,075,407 
ma 56,350,000 
ie 46,731,018 

26,415,600 


$ 511,572,026 


$ 2,256,937,536 
32,081,177 


$ 2,289,618,714 
$ 77,409,677 
16,115,840 
56,350,000 


$ 149,875,518 


$ 2,139,743,196 


$435,417 
3,345,044 


Bonps IssUED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE 


IN LAWFUL MONEY. 


Principal outstanding $ 64,623,512 
Interest accrued and not yet paid 646,235 
Interest paid by the United States 24, 443251399 
Interest repaid by transportation of mails, &c. _ 538592 388,692 


Balance of interest paid by the U. S $ 18,936,704 18,936,704 


$ 64,623,512 
969,352 
24,325,396 
5,469,978 


as $ 18,855,418 


{For comparison with previous periods see BANKER’s MaGaziNE for August, page 136.] 
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DIVIDENDS OF THE BOSTON BANKS. 
Dividends Surplus 
1874. Profits. 

Name of Bank. Capital. Apl. Oct. Amount. Oct., 1874. 
Atlantic National Bank - $37,500 -. $317,863 
Atlas National Bank - 45,000 .. 400,372 
Blackstone National Bank .... 1,500,000 - 75,000 .. 488,358 
Blue Hill National Bank 300,000 %. 10,500 -. 68,034 
Boston National Bank 1,000,000 - 40,000 .. 314,039 
Boston (old) National Bank... 900,000 45,000 .. 275,835 
Boylston National Bank 600,000 30,000 .. 243.453 
Broadway National Bank 200,000 8,000 -. 31,409 
Bunker Hill National Bank... 500,000 
Central National Bank 500.000 
City National Bank 1,000,000 
Columbian National Bank .... 1,000,000 
Commerce (National Bank of). 2,000,000 
Commonwealth National Bank 500,000 
Continental National Bank... 1,000,000 
Eagle National Bank 1,000,000 
Eleventh Ward National Bank. 300,000 
Eliot Nationai Bank 1,000,000 
Everett National Bank 200,000 
Exchange National Bank 1,000,000 
Faneuil Hall National Bank... 1,000,000 
First National Bank 1,000,000 
First Ward National Bank.... 300,000 
Freeman’s National Bank.... 800,000 
Globe National Bank 1,000,060 
Hamilton National Bank 750,000 
Hide and Leather Nat. Bank.. 1,500,000 
Howard National Bank 1,000,000 
Manufacturers’ National Bank. —_ 500,000 
Market National Bank-....... 800,000 
Mass. National, par. $250 800,000 
Maverick National Bank 400,000 
Mechanics’ National Bank... 250,000 
‘Merchants’ National Bank... 3,000,000 
Monument National Bank.... — 150,000 
Mount Vernon National Bank. 200,000 
National B’k of Brighton (p.80) 200,000 
Nat. Market B’k of Brighton.. 250,000 
New England National Bank.. 1,000,000 
North National Bank 1,000,000 
N. America (National Bank of) 1,000,000 
People’s National Bank 300,000 
Redemption National Bank... 1,000,000 
Republic( National Bank ofthe) 1,500,000 
Revere National Bank 2,000,000 
Rockland National Bank 300,000 
Second National Bank 1,600,000 
Security National Bank 200,000 
Shawmut National Bank 1,000,000 
Shoe & Leather National Bank 1,000,000 
State National Bank ......... 2,000,000 
Suffolk National Bank 1,500,000 
Third National Bank 
Traders’ National Bank 
Tremont National Bank 
Union National Bank 
Washington National Bank - .. 
Webster National Bank 1,500,000 

Total, Oct., 1874, $ 52,200,000 —— 


15,000 .. 27,256 
49,000 .. 189,600 
50.000 -. 413,036 
1c0,000 .. 664,861 
20,000 .. 135,217 
40,000 .. 268,495 
40,000 .. 207,797 
12,000 aca 
49,000 .. 200,000 
10,000 .. 79,150 
60,000 .. 816,900 
§0,000 .. 314,033 
60,000 .- 1,187,239 
12,000 Ree 
36,000 .. 229,307 
50,000 .. 301,695 
30,000 -. 179,592 
60,000 .. 156,974 
40,000 .. 151,953 
15,000 -. 31,076 
32,000 .. 136,293 
32,000 .. 231,80c 
18,0co_ .. 180,565 
. 12,500 mehs 
. 150,coo ..1,180,030 
9,000. .. 120,000 
98,000 .. 63,138 
10,000 75,000 
17,500 .. 136,943 
50,000 .. 442,696 
49,000 .. 376,792 
30,000 .. 132,820 
21,000 cian 
50,000 560,480 
60,000 461,792 
80,000 .. 459,821 
21,000 ‘Ee 
$0,000 .. 777,600 
6,000 .. 125,084 
40,000 .. 207,381 
45,000 219,777 
60,000 .. 68,367 
60,000 .. 347,458 
12,000 .. 121,187 
21,000 .. 124,100 
80,000 .. 307,964 
60,000 503,011 
37,500 -. 287,533 
45,000 .. 201,123 
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NOTICE.—The BANKER’s ALMANAC AND REGISTER for 1875 will be issued 
early in January, containing full and carefully corrected lists of the National 
Banks and State Banks in the United States, with names of President, Cashier, 
and New York Correspondent of each. Also, alphabetical lists of Cashiers 
and Assistant Cashiers. , The Private Bankers in the United States, with name 
of New York Correspondent of each. Also, six hundred Savings Banks in 
the United States. The Banks and Bankers of Canada, New Brunswick, Nova 
Scotia, etc. The Banks and Bankers in the leading cities of Europe, Asia, 
Africa, Australia, South America, West Indies, etc., compiled in London ex- 
pressly for this work. 

Besides the usual amount of important Statistical information, the Almanac 
will contain among other illustrations: Twelve new Designs of Bank Buildings 
for City and Country Banks, prepared for this volume by Mr. H. J. PRESTON, 
Architect, Boston; also, New Bank Buildings in Philadelphia and other cities. 

The names of new Banks or Bankers, and any information or suggestions 
for the new volume, will be thankfully received. Orders for the Cards of 
Banks and Bankers to appear in the ALMANAC should be sent on at once. 


fe The ALMANAC AND REGISTER for 1875 will be sent only when distinctly 
ordered. Banks accustomed to rely upon receiving the work without an order 
will please observe that it will of be so sent hereafter. The price is $3. 


(== Those who order and pay for the ALMANAC Jefore December 15th, 1874. 
will be furnished in addition with a Supplement, whenever the Second Edition 
shall be issued, containing all the essential changes of the latter. 


THE REDEMPTION AGENCY has made several calls upon the national banks 
since the suspension of redemptions, to reimburse the Treasurer for their 
notes, redeemed and assorted. When the banks shall have responded, the Agency 
will be in a condition to resume its functions. The force of the Agency is now 
sufficient to count and assort the bank-notes as fast as they are received. 
Hereafter calls will be made upon the banks for reimbursement as their notes 
are assorted. The five per cent. deposit leaves so small a margin for the Agency 
to work upon that Congress will be asked for additional legislation to place 
the Redemption Bureau in such condition as shall enable it to meet all re- 
quirements without the possibility of future suspension. It is evident. that the 
deposit of five per cent. of the reserves affords too slight foundation for opera- 
tions. Some banks failed to deposit even that amount when the Bureau was 
established, and it was difficult to induce them to comply with the law. The 
amounts of worn and mutilated notes daily received are now comparatively 
small, but it is feared that if the Bureau should resume without due preparation, 
the notes would be received in such accumulated quantities as to embarrass 
business materially. It is uncertain when the redemption will be resumed. 
Its temporary stoppage arose from the fact that the law required redemptions 
to begin at once, before any preparations for assorting the redeemed money 
could be made. Nearly $12,000,000 of the original five per cent. deposit of 
$ 17,500,0co were exhausted before the assortment could be gotten under way. 
As the Treasurer cannot call upon the banks to reimburse him for his re- 
demptions of their notes until the notes are assorted, the Agency had really 
only about $5,500,000 to run upon after it was fairly started. The Comptroller 
of the Currency is prepared to reissue new notes to all National banks imme- 
diately. upon being informed by the Treasurer that he has been reimbursed for 
notes previously redeemed by the Redemption Bureau. 
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The Bank Redemption Agency says that of the notes sent for redemption 
those fit for classification are carefully selected, but the proportion, thus far, 
has not been large enough to warrant their assortment by banks. There is no 
disposition to cause the destruction of notes really fit for circulation. It is 
stated at the Agency that of the large amounts of notes sent to it as 
worn and mutilated, less than one per cent. are fit for circulation. 


CALL FOR THE NOTES OF NATIONAL BANKS. — The Secretary of the 
Treasury, on the request of the Comptroller of the Currency, has issued a circu- 
lar to the Assistant Treasurers and Designated National Bank Depositaries, 
directing them to assort and return to the Treasury for redemption all notes of 
National banks which have failed or gone into liquidation, or which have de- 
posited legal-tender notes for the purpose of withdrawing a portion of their 
circulation. The total amount of such circulation outstanding is more than 
$ 13,000,000. , 


FIVE.TWENTY BoNnpDs.—The Secretary of the Treasury made on October Ist 
a call for $10,000,000 in 5-20s, for redemption in three months. We give on 
another page a complete summary of all the calls made to this date. 


THE ANNUAL MEETING OF THE CLEARING-HOUSE ASSOCIATION was held 
on October 7th, at the Clearing-House. The officers were elected for the ensuing 
year, as follows: 

Chairman—Charles F. Hunter. 

Secretary—M. F. Reading. 

Manager—W. A. Camp. 

Clearing-House Committee—Jacob D. Vermilye, Moses Taylor, Henry F. Vail- 
Robert Buck, John L. Everitt. 

Conference Committee—William A. Falls, Charles P. Leverich, J. Lee Smith, 
Richard Berry, John Castree. 

Nominating Committee—Sylvester R. Comstock, James M. Morrison, James 
D. Fish, William H. Cox, Alexander Gilbert. 

Committee on Admissions—W. A. Hall, W. L. Jenkins, R. P. Perrin 
O. H. Schreiner, John Parker. 

Arbitration Commitiee—R. H. Lowry, George I. Seney, A. H. Trowbridge 
George W. Duer, N. F. Palmer. 

The total transactions of the Clearing-House for the year amount to 
$ 24,142,680,912.38, and the tota] transactions since its organization, a period of 
twenty-one years, amount to $411,730,484,840.87. 


SALE OF THE COMMONWEALTH BANK BUILDING.—On October 14th, the five- 
story brown-stone building at the corner of Nassau and Pine streets, belonging 
to the National Bank of the Commonwealth, was sold at auction, by order of the 
receiver, to John E. Williams, President of the Metropolitan Bank, for 
$215,000. It is understood to have been bought by the Clearing-House 
Association. 

The receiver of the Bank of the Commonwealth expects to declare a final 
dividend of 20 per cent. to depositors within thirty days. 


BANK BUILDINGS.—It has been wrongly stated in a former number of the 
magazine, in common with all our city papers, that the Ocean Bank building 
at the corner of Fulton and Greenwich streets was to be taken down and 
replaced by tenement houses. This has been done with the Merchants’ 
Exchange Bank building at the corner of Dey and Greenwich. The Ocean 
Bank structure remains, and has been either bought or leased by the Old 
Dominion Steamship Company. 


FOREIGN EXCHANGE.—Messrs. M. K. Jesup, Paton & Co., 52 William St., 
having made very satisfactory arrangements for their London account, with the 
Union BANK OF LONDON, now offer time and demand bills on that 
Institution. 
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MR. JOHN AUSTIN STEVENS,- for many years President of the Bank of 
Commerce, died on October 19th, at his residence in New York, in his eight- 
ieth year. Mr. Stevens was for a Jong time President of the Merchants’ 
Exchange, also Secretary of the Chamber of Commerce. He was President 
of the Bank of Commerce from its organization in 1839 until, feeling the 
weight of years, he resigned in 1866. He was Chairman of the-Committee of 
the Banks of New York, Philadelphia, and Boston, which assembled here at 
the beginning of the rebellion, to extend aid to the Government, and which 
afforded it a loan of $50,000,000. Throughout the war, his counsel was fre- 
quently sought by the Treasury Department, and to his opinions great weight 
was always attached. 

THE FREEDMAN’S SAVINGS AND TRUST COMPANY.—The Commissioners 
are still unable to announce when the first dividend will be paid. They are 
said to have only about $50,000 in the treasury, and $600,000 are required 
to make a dividend of 20 per cent. In the present condition of the money 
market, the collections being slow and small, it will take a long time to raise 
sufficient funds for such a dividend. The approximate liabilities on the 11th of 
July were $2,800,000, and the assets $2,700,000. While much will be lost 
in collections, a considerable sum will be realized in accumulated interest. As 
a matter of economy, it has been determined to close all the branches at once. 


ALABAMA. — The Commissioners’ Court at Selma, on October Ist, decided 
the $140,000 worth of county bonds issued to the New Orleans and Selma 
Railroad to be illegal and void, and refused to levy a tax to pay the interest. 


CONNECTICUT.—FAILURE.—The Townsend Savings Bank of New Haven 
failed on September 25th, with liabilities of nearly three millions of dollars, 
and its affairs have been placed in the hands of a receiver. From an exami- 
nation made two months before by the State Bank Commissioners, it appeared 
that the company had bought heavily of Southern State and railroad bonds at 
a low figure, with the hope that in time they would afford a large profit te 
the bank, but their value gradually depreciated, and, after repeated attempts to 
sell them in London, they came to be regarded as almost worthless. This 
becoming known to depositors, a run began, and the bank closed its doors, 
taking advantage of the time allowed by law. Assurances were repeatedly 
given in the daily papers that the bank had an amount of good first mortgages 
of real estate in the city sufficient to meet all its liabilities, but these state- 
ments proved unfounded. Nearly all the depositors are of the laboring classes. 


The New Haven Journal of September 30th thus describes the condition of 
this institution: “The assets and liabilities of the bank may be set down, 
upon estimate, in round numbers, as follows: In mortgages upon real estate 
in this city and other portions of New Haven county, one million dollars ; 
first mortgage bonds upon Union Gas Company property, New York city, half 
a million dollars; Philadelphia real estate, $230,000; New Haven real estate 
owned by the bank, $90,000; loans on collaterals, which include those fur- 
nished as security for the Ryder loan and other bonds and stocks, also loans 
on personal security, about one million dollars. Of the above allow $ 100,000, 
in round numbers, for shrinkage in real estate, and you have a total of over 
$ 2,800,000, which is about the sum of the liabilities of the bank. It will be 
remembered that the collaterals securing the loans amounting to a million 
amount to a large sum. Some of the collaterals are not very desirable; others 
have a market value which may be largely increased if the wheel of fortune 
should turn the right way.” 

Ittino1s.—The First National Bank of Cairo has discontinued business, and 
is closing up its affairs. 

Arrest.—Mr. S. A. Briggs, formerly Vice-President of the now bankrupt 
Franklin Savings Bank of Chicago, was arrested in New York, on September 
Igth, on the suit of a creditor of the bank, but was released on the 24th, 
having promised to go at once to Chicago to challenge trial. Grave charges 
of embezzlement have been made against him, while his friends assert his 
entire innocence of any culpability in the affairs of the bank. 

Paris.—Mr. C. W. Levings, who has been President of the Edgar County 
National Bank from its organization, having resigned on account of ill health, 
Mr. R. N. Parrish has been elected to succeed him in that office. 
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CHICAGO.—The leading items in the statements of the National banks com- 


pare as follows: 
October 2, June 26, December 16, 


1874. 1874. 1871. 
SR eae ree : $8,850,000 .. $9,000,000 .. $7,800,000 
Surplus 4,075,898 3,975,804 -. 2,824,276 
Loans 25,042,955 -- 24,111,753 -- 18,870,352 
Deposits ...... rete ete 3353139470 33,222,541 -.. 25,849,137 
Total liabilities 38,178,315 -- 39,070,141 .. 17,014,287 
Cash means .......---. 109,381,215 -- 20,090,941 -- 


Almost all the banks show liberal deposits, a comparatively moderate line 
of loans for this period of the year, and a large amount of idle money on 
hand. Indeed, the statements. as a whole, are doubtless the strongest that 
have ever been presented during the fall months.—Chicago Times. 


INDIANA.—The old and well-known firm of W. J. Lowry & Co., at Evansville, 
has been dissolved, and its surviving members have established the Citizens’ 
National Bank of Evansville. The officers are: R. C. Slaughter, President; J. 
H. McNeely, Vice-President ; and S. P. Gillett, Cashier. The capital of the new 
bank is $175,000. 

lowa.—The resignation of Mr. D. E. Cooper, Cashier of the Citizens’ National 
Bank of Winterset, having been tendered and accepted, Mr. L. F. Smith has been 
elected Cashier of the bank, and Mr. W. F. Hadley its Vice-President. 


Kansas.—The State National Bank of Topeka has commenced business with 
a capital of $100,000, taking the business of the Kansas Valley Bank, which has 
been discontinued. The officers of the new bank are: Geo. W. Veale, President 
(late Vice-President Topeka Bank and Savings Institution); Chas. N. Rix, Vice- 
President (late Cashier Kansas Valley Bank); and J. R. Swallow, Cashier (late 
Cashier Osage City Savings Bank). New York correspondents, Messrs. Donnell, 
Lawson & Co. 

KANSAS.—The many friends of Mr. H. M. Northrup, formerly of the firm of 
Northrup & Chick, New York, will be glad to hear that, having settled up all the 
affairs of that firm, he has established a new banking house at Wyandotte, Kansas, 
the style of which is Northrup & Son. Their correspondents in this city are 
Messrs. Donnell, Lawson & Co. 


LouIsIANA.—The Citizens’ Bank of New Orleans, whose suspension was an- 
nounced in our last number, has resumed business, the comparatively little aid 
needed for that object having been promptly afforded. 

The statement that this institution had gone into bankruptcy was an error, 
which arose in some of the daily papers and was confirmed, through some misun- 
derstanding, by its correspondent in this city. 


Boston BANK DiviDENDsS.—Boston has fifty-eight banks, and they paid in 
semi-annual dividends in October $2,168,500, against $2,412,900 last April, 
and $ 2,186,000 a year ago. They pay their entire municipal tax direct to the 
city at the rate of $15.60 per $1,000 of taxable value May 1, which is rated 
on the market price at that date, and all (except two) make a net dividend 
free of all taxes, these two deducting the tax from the dividend of each stock- 
holder. The aggregate tax amounts to $ 1,024,818.60, or an average of 1.97 
per cent. on the pepe bank capital, at its par value. Last year the 
total tax was $768,883.20 and 1.55 per cent., the difference being mainly due to 
the increased rate of taxation from $12.80 to $15.60 per thousand. The 
changes in bank dividends from April are mostly in consequence of paying the 
tax at this time, but in comparison with one year ago, when the tax of 1873 
came in, the only real reductions are in the National Bank of Brighton, 6% 
to § per cent; Freeman’s, 5 to 4% per cent.; and the Second National, six to 
five per cent. Several others fall off from the April payment to the same per 
cent. as in October, 1873. The National Security nominally reduces from 
four to three per cent., but it is the intention to continue this rate quarterly 
instead of semi-annually. The First Ward National Bank, new June 1, 1873, 
increased its capital from $200,000 to $300,000 March 6, 1874, and now pays 
its first dividend of four per cent. on the full amount. The Everett doubled 
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its capital ($200,000 to $400,000) September 1, paying interest on the install- 
ments of the new, and the Blackstone will increase from $1,500,000 to 
$2,000,000 October 1. Of the fifty-eight banks three pay seven per cent., four 
six per cent., sixteen five per cent., three four and a half per cent., twenty- 
two four per cent., two three and a-half per cent., seven three per cent., and 
one divides January and July. The average rate is 4.37 per cent., and includ- 
ing taxes 6.36 per cent.—Daily Advertiser. 


PHILADELPHIA.—The banking house of E. W. Clark & Co., which temporarily 
stopped payment about one year ago, and then arranged with its depositors for 
payment of all claims at designated periods in the future, the last extending to 
July 1, 1875, now gives notice that it is prepared to anticipate the remainder of its 
extended notes, and invites all holders to present them for payment without delay. 
We are gratified in announcing the full recovery of this old-established house to 
credit, and hope it may long continue to deserve the confidence of its friends and 
the public.—Philadelphia Ledger. 


Jay Cooke & Co.—One of the surprising things in connection with the failure 
of Jay Cooke & Co. is the magnitude of their business. At the recent trial in 
Philadelphia, Mr. Morehead, one of the partners, testified that this firm negotiated 
for the Government $1,930,000,000 in bonds, and afterwards bought and sold 
$3,000,000,000 in addition. In ten years the firm transacted a business covering 
five billions of dollars, a larger amount than was ever handled in the same time by 
any house in the world. Mr. Morehead thinks the house failed from over-confi- 
dence. It had been dazzled by the enormous sums handled until $8,000,000 
seemed a mere bagatelle. Instances of failure from doing too large and profitable 
a business are rare. 


UtTau.—The Deseret National Bank at Salt Lake City announce, in our adver- 
tising sheet, their readiness to attend promptly to collections for that region. 
They understand the duty of taking pains in such business, whether the amount 
be small or large. 


MoLson’s BANK.—The annual general meeting of this bank was held at 
Montreal on October 12th. The report showed that after paying eight per 
cent. dividends this year, there remained $100,000 to be transferred to Rest 
account. The Reserved Profits account is-now $450,000, or 223% per cent. of 
the capital. This, result of the year’s business is very gratifying to the stock- 
holders. The real estate owned by the bank, for the use of some of its 
branches, has largely increased in value since its purchase. A branch has 
been established at Smith’s Falls. The Board of Directors was unanimously 
re-elected; and, subsequently, the same officers also. 


HALIFAX, Sept. 29.—The Directors of the Nova Scotia Bank have decided 
to issue 1,250 new shares of $200 each, at a premium of twenty-five per cent., 
payable by installments. It is to be issued only to shareholders in the pro- 
portion of one new share to three old ones. The new call will make the capi- 
tal one million dollars.—AMontreal Herald. 


Prince Edward Island.—Mr. George Macleod, late Manager at Renfrew of 
the Branch Bank of British North America, has been appointed Cashier of 
the Union Bank of Prince Edward Island. Mr. Macleod is reputed to be 
fitted by an ample experience to fill ably this position. 


Nova Scotia.—An agency of the bank of British North America is to be 
opened at Stellatown—the center of the Pictou coal district. 


More ForGep BonpDs.—Fraudulent and forged twenty-year bonds of the 
town of Greenville, before its annexation to Jersey City, have been put in circu- 
lation. Some of these bonds, which had been pledged to a Wall street broker 
as collateral, have been recently found to be an over-issue. 
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THE NATIONAL COINAGE. 


The operations of the mints and assay offices during the fiscal year ending 
June 30, 1874, are shown by the following statement : 
Gold deposits $ 68,861,594 97 
Silver do. purchases 15,122,151 31 
Total amount received and operated upon .... $83,983,746 28 
Of the above, $ 29,736,387.82 gold, and $ 10,822,658.16 silver, were produced 
from the mines of the United States. 
COINAGE. 
$ 50,442,690 00 
SmnWOE (000 QIOUIBES: . can occcienac-caseccacacsdcs 3,588,900 00 
Subsidiary coin 2,394,701 30 
AM INE Sada eas cia ire Sadan bak ceaneinieieacewms 411,925 00 
Total coinage $ 56,838,216 30 
The difference between the amount of deposits and the amount coined is due 
to the redeposits, which amounted to $23,356,577.44. 


BARS. 


Fine gold bars of standard or above $20,901,112 59 
Unparted gold 10,584,705 41 


ON GUNN goon heoeseccmarwaseedewseseased $ 31,485,818 00 


BN WG UNS issn urs ioais ee oes rece wenaancee $5,937,490 68 
MMR GUNG DAIS 2 osc 56s, ccinacnass saascessases g10,308 50 
$ 6,847,799 18 
The coinage of trade dollars, including the amount coined to the close of 
September 30, 1874, is more than half of the entire amount from 1793 to 
1873, inclusive of the old silver dollar. 


NEw MODE OF IDENTIFICATION.—The 4/ta California suggests that the 
difficulty encountered by strangers who present checks payable to order should 
be obviated by means 01 portraits. The payee to be required “to supply a 
couple of photographs of himself, on thin paper, to the drawer, who might 
fasten one to the draft and send the other to the drawee by mail. The pho- 
tograph has not yet been introduced in banking business, as we believe it 
should and will be. The time will come when no large sum will be paid at 
the bank to a stranger without requiring him to deliver a good photograph of 
himself to the paying clerk, who can then and there compare it with the per- 
son before him, paste it on the back of the draft or check, mark it ‘ correct,’ 
and sign it. Such precaution would prevent many of the crimes now com- 
mitted, and becoming more frequent and more serious every day.” 

This might do well enough in the case of checks presented in person by 
the payee, but when they are transferred by indorsement to another, the utility 
of the photograph does not appear. We doubt whether even so troublesome 
and expensive an expedient would long withstand the skill of modern ras- 
cality, which would soon learn to counterfeit even the person represented. 
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CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List; continued from October No., page 321.) 
OcToBER, 1874. 


i= Banks are requested to furnish prompt notice of any future changes. 


Name of Bank. Elected. In piace of 
Bull’s Head Bank, N. Y. City......James E. Kelley. Prest.Adam S. Cameron. 
Mer. N. Bank, Little Rock, ARK... .Lucien W. Coy, Cash ..J. W. Smith. 
First N. Bank, Col. Springs, CoL... .George H. Stuart, Prest.F. L. Martin. 
Edgar Co. Nat. Bank, Paris, ILL....R. N. Parrish, “ Calvin W. Levings. 


State Sav. Bk, Indianapolis, IND... . William Hannaman, “ Charles Mayer. 
First Nat. Bk, Lawrenceburg, “ ...-Henry Fitch, Cash P. Braun. 


Citizens’ Nat. Bk., Winterset, lowa.Levi F. Smith, “ ....Daniel E. Cooper. 
Biddeford Nat. Bk., Biddeford,ME, .. .Chas. E. Goodwin, Cash. Rich’d M. Chapman. 
Franklin Bank, Baltimore, Mp.....-S. Sprigg Belt, “ Charles Goodwin. 
Exchange Bank, St. Louis, Mo Joseph Bogy, Pres/..... S. M. Edgell. 
Lancaster Co. Bank, Lincoln, NEB...J. C. Leonard, Cash...F. E. Atwood. 

Bank of Havana, Havana, N. Y....M.D.Carpenter, 4.Cashk.Geo. W. Carpenter. 
Franklin Nat. Bank, Columbus, O..Charles J. Hardy, “ David Overdier. 
Nat. Exchange Bank, “ “ George W. Links, “ Charles J. Hardy. 
U.S. Banking Co., Philadelphia, PA. Wm. F. Simes, Prest...L. M. Bond. 


Lehigh Val. Nat. Bk, Bethlehem, “ H. G. Borhek, Cash....A. N. Cleaver. 
United States Bank, Pittsburg, ‘* D. Z. Brickell, Prest....Joseph Walton. 


People’s Bank of S.C.,Charleston,S C.Geo. E. Gibbon, “ .... John Hanekel. 
3 - “ * “ W. George Gibbs, Cash.J. B. Betts. 


THE PREMIUM ON GOLD AT NEW YORK, 
SEPTEMBER AND OCTOBER, 1874. 
(Continued from October Number, page 321.) 


1874. Lowest, Highest. Lowest. Highest. Lowest. Highest. 


January .. 10% . 12% Sept. 28.. 93{ . 10 -Oct. 12.. 9% 10% 
February. 11% ~. 13 = 29.. 9% 10% .. 13-- 9%. 10 
+ BEM. « 139% <- 30 .. Io 10%... 14... 10  . £0 
- E89. 1496 «--Oct. 2... 20s OK ts I5..10 -. 10% 
11%. 13% ~=S« - 10% a. 16.. 10 10 
10% .- 124% .. - 10 . 10%] «; 17... 976 - 10 
9 - 10% 
August... 9% io ... 10 1% . if.. 10 . 10 
September 93% . 104% .. - 10%. 10% .. 20... 10 . 10% 
= 10 10% .. 21.. 10% . 10% 
Sept. 25.. 9% - 9% as O98 10 ie 22.. 10% . 10% 
26.. 9% 9% .:- «= 10 10% ‘ 23-- 10 . 10% 
iol. 10K 
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NEW BANKS, BANKERS AND SAVINGS BANKS. 
(Monthly List, continued from October Number, page 322.) 


Ee Additions for this list are solicited from the subscribers to this work. 


Place and State. Name of Bank. N. Y. Correspondent. 
Petaluma, CAL First National Gold Bank.. Secs ceeceece 
Georgetown, CoL.... Fish, Phelps & Co Kountze Brothers. 
Hartford, Conn. .... j. A. Batler &:Co...-...5..: Allen, Stephens & Co. 
Yankton, DACOTAH.. Yankton Bank Fourth National Bank. 
Newcastle, DEL. I. D. Randolph & Co. 


Jacksonville, FLA.... Ambler National Bank 

Apalachicola, “ .... W. F. Quaile & Co Allen, Stephens & Co. 
Altona, “ 1... H. P. Johnson & Co.... . City National Bank, Chicago. 
Fairbury, ---. Bartlett, Beach & Downing... Allen, Stephens & Co. 
Galesburg, “ .... Joseph Tillson Allen, Stephens & Co. 
Moweaqua, .--. V. Snyder & Co Gilman, Son & Co. 

Oakland, “ .... Oakland Bank Winslow, Lanier & Co. 
Onarga, * .... Wilson Brothers........... George Opdyke & Co. 
Preston, ..-. A. L. Bartholomew & Co.. Allen, Stephens & Co. 

Rock Falls, ...- E. Brookfield Third National Bank. 
Sullivan, * ose b. B Trower & Son Merchants’ Exch. Nat. Bank. 


Evansville, IND Citizens’ National Bank.... Winslow, Lanier & Co. 
Lafayette, “ German Savings Bank None. 
Terre Haute, “ Vigo County Bank Importers & Traders’ Nat. B 


Allerton, Iowa.. First National Bank 
Carroll, “ .. George W. Paine Corbin Banking Co. 
Calmar, © .. John Scott Corbin Banking Co. 
Fort Dodge, “ .. H. Beecher First National Bank. 
Guthrie Centre,“ .. Ira P. Wetmore Allen, Stephens & Co. 
Iowa Falls, ** .. Bank of Iowa Falls Corbin Banking Co. 
aa “ .. F. H. Hart Importers & Traders’ Nat. B. 
Keokuk, © & 2 Pon & Co Gilman, Son & Co. 
Lemars, “ .. Plymouth County Bank.... Corbin Banking Co. 
Mt. Ayr, “ .. Ringgold County Bank .... Gilman, Son & Co. 
Oskaloosa, * .. Gibbs Brothers Gilman, Son & Co. 
Salina, « .. A, W. Geobock Corbin Banking Co. 


Alma, KAN.....- Farmers’ Savings Bank.... Corbin Banking Co. 
Holton, “ -- Farmers’ Bank Donnell, Lawson & Co. 
Washington, “ George W. Shriner & Co.. Corbin Banking Co. 


Lawrenceburg, Ky... Anderson County Nat. Bank. J. B. Alexander & Co. 
Murray, © vce WS, SENN BE Te oa is iccne Norton, Slaughter & Co. 


Baltimore, Mp Drovers’ Bank 
“ 


“ 


Traders’ Bank 


Boston, Mass R. L. Day & Co 
o “ .....-. Brewster, Bassett & Co.... Edward Sweet & Co. 
J. B. Moors & Co........ Morton, Bliss & Co. 
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East Tawas, MIcH... Tawas Banking Co Ninth National Bank. 
Jackson, “ ... Interest and Deposit Bank.. Ninth National Bank. 

Lynn, -.. W. H. Freeman........... Allen, Stephens & Co. 
Quincy, --- Bowen & McGowan Allen, Stephens & Co. 
Romeo, -.- Giddings & Moore Importers & Traders’ Nat. B, 
Williamston, -- Crossman & Whipple...... Merchants’ National Bank. 


Wells, MINN Easton & Hangan Ninth National Bank. 
Winona, “ ,....... United National Bank First National Bank. 


Canton, MIss........ John B. Howell........... Norton, Slaughter & Co. 
Shelbina, Mo Bank of Shelbina First National Bank. 


Lincoln, eS ee .. Gilman, Son & Co. 

Omaha City, “ Byren, Reed & Co Kountze Brothers. 
fi = Kountze Brothers. 

Kountze Brothers. 


First National Bank. 


Tekamah, “ . M. R. Hopewell 
Virginia City, Nev... George T. Marge 
Perth Amboy, N. J.. Middlesex County Bank.... Fourth National Bank. 


Greene, NY 2.55060. Ni, Importers & Traders’ N. B. 
Lima, Bank of Lima Donnell, Lawson & Co. 


Ashland, OHIO Third National Bank. 
Bellevue, ‘“ Third National Bank. 
Carey, “ D. Straw & Co.... . Ninth National Bank. 
Gallipolis, “ Ohio Valley Bank Winslow, Lanier & Co. 
Hudson, “ S. Straight & Son.......... American Exchange Nat. B. 
Marion, “ Fahey’s Bank Ninth National Bank. 
Toledo, “ V. Hamilton & Co . Merchants’ Ex. Nat. Bank. 


Philadelphia, Justice Bateman & Co Drexel, Morgan & Co. 

: ---. Markoe & Brother E. D. Randolph & Co. 

us .-- J. Moss, Jr E. D. Randolph & Co. 
Hyde Park, Miners & Merch’s’ L. & B.A. First National Bank. 
McKeesport, - People’s Savings Bank None. 
Marietta, --- Exchange Bank Vermilye & Co. 
Pittsburgh, . City National Bank Importers & Traders’ N, B. 


Charleston, S. C W. S. Hastie & Son Fourth National Bank. 
Gallatin, TENN...... Sumner Deposit Bank None. 


Belton, TEXAS Chamberlin Brothers Kountze Brothers. 
Dallas, ; ---- Schneider & Davis Kountze Brothers. 
- : R. V. Tompkins .......... Allen, Stephens & Co. 
Higgins & Garwood Swenson, Perkins & Co. 
- Moody & Jemison......... Norton, Slaughter & Co. 


Farmers’ Bank 
Exchange Bank 


Bastrop, 
Galveston, 


Gonzales, 

Hillsboro, 

Lockhart, 

Paris, ss 

San Marco, “ 

Waco, = 
“ 


“ 


Charlottesville, 


Clarksburg, W. V... 


Jefferson, Wis 
Reedsburg, “ 


. Abbott & McDonald 
- McNeil Brothers 


Lewis & Dilworth Swenson, Perkins & Co. 
Swenson, Perkins & Co. 
Swenson, Perkins & Co. 
Ninth National Bank. 
L. W. Mitchell & Brothers... Swenson, Perkins & Co. 
N. H. Conger & Co......-. Allen, Stephens & Co. 
Waco National Bank....... Winslow, Lanier & Co. 


Harbert, Blanks & Co 


. B. C. Flannagan & Son .... Swenson, Perkins & Co. 


Bank of West Virginia .... Ninth National Bank. 


Farmers & Merchants’ Bank. First National Bank. 
Reedsburg Bank. ....-...-. Vermilye & Co. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS, 
Authorized Sept. 23 to Oct. 13, 1874. 


No. Name and Place. President and Cashier. Capital. 
Authorized. aid. 

2188 Citizens’ National Bank, Robert C. Slaughter... $175,000 ~. $128,950 
Evansville, IND.... Simeon P. Gillett... 

2189 Waco National Bank, William A. Fort ‘ 50,000 
Waco, TEXAS George W. Jackson. 

2190 Anderson Co. National Bank J. A. Witherspoon ... . 58,300 
Lawrenceburg, Ky. J. A. McBrayer.. .- 

2191 First National Bank, William Bradley F 50,000 
Allerton, Iowa.... 

2192 State National Bank, George W. Veale.... ‘ 50,000 
Topeka, KANSAS... J. R. Swallow..... 

2193 First National Gold Bank, I. G. Wickersham... - 100,000 
Petaluma, CAL. H. H. Atwater.... 

2194 Ambler National Bank, D. G. Ambler : 42,500 
Jacksonville, FLA.. Thomas H. Maxey. 

2195 City National Bank, Dominick Ihmsen. -... - 200,000 
Pittsburgh, PA..... J. W. Taylor...... 


DISSOLVED, DISCONTINUED OR CHANGED. 
(Monthly List, continued from October No., page 324.) 


NEW YORK CITY. 
Henry Clews & Co., (assigned). Howard Lapsley & Co. 

CALIFORNIA.—A. Delano, Grass Valley. 

CoLoRADO. — Fish, Meserve & Phelps, Georgetown, (succeeded by Fish, 
Phelps & Co.) 

FLoRIDA.—E. W. Denny, Jacksonville, (suspended). 

GrorciA.—A. B. Phelps, Jr., Madison; H. Mayer & Co., Savannah, 
(suspended). 

ILL1noIs.—First National Bank, Ca/vo, (closing, business transferred to City 
National Bank). 

InDIANA.—W. J. Lowry & Co., Zvansville, (succeeded by Citizens’ National 
Bank). 

KansAs.—Kansas Valley Bank, Zofeka, (succeeded by State National Bank). 

MASSACHUSETTS.—Brewster, Sweet & Co., Boston, (succeeded by Brewster, 
Bassett & Co.); R. L. Day & Cobb, Boston, (succeeded by R. L. Day & Co.) 

MissouRI.—Bates County Savings’ Bank, Butler, (sold out to Bates County 
National Bank). 

NEBRASKA.—Bruner & Kipp, West Point, (succeeded by Uriah Bruner). 

New York.—Hunt & Burrows, Andover, (now Burrows & Young); Daniel 
Stanley, Zima, (failed); J. M. Hammond, Hume, (now J. M. Hammond & Co.); 
Buck & Hunting, Sag Hardor, (now William Buck). 

Ou10.—Toledo Savings Institution, 7o/edo, (changed to Toledo Savings Bank 
and Trust Co.) 

PENNSYLVANIA.—McGirk & Perks, Philipsburg, (suspended). 

Texas.—J. C. Higgins, Bastrop, (succeeded by Higgins & Garwood); Tomp- 
kins & Littlefield, (succeeded by R. V. Tompkins); Thomas H. Emerson & Co., 
McKinney, (succeeded by Thomas H. Emerson & Brother); Fort & Jackson, 
Waco, (succeeded by Waco National Bank). 
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NOTES ON THE MONEY MARKET. 


New York, Oct. 22, 1874. 


Exchange on London, at sixty days’ sight, 4.85 a 4.85% in gold. 


In some quarters it has been expected that a movement would occur among the 
holders of real estate, a large number of whom in our chief cities are known to be 
carrying very heavy burdens. The present month, it was predicted, would witness 
defaults of interest which would cause considerable trouble. These prognostications 
do not appear to have been fulfilled unless in a few exceptional cases, and little 
trouble has been reported. This exemption from the anticipated pressure is ascribed 
almost wholly to the ease in the money market, which continues unbroken: Another 
expectation which has not been verified is the activity at the Stock Exchange, 
which has not been equal to the promise of a month ago. 

A third feature is the strength of the gold market. Several well-known circum 
stances combined some weeks ago to depress the premium, and speculators were 
induced thereby to operate for a further fall. The consequence has been that the 
market is oversold, the bear speculators have fallen into the power of their adver- 
saries for the moment, cash gold is in active demand for delivery, and borrowers 
have paid as much as 1-32 per cent. per day for its use. Some advantage is also 
taken of the fact that the bullion in the Bank of England shows a’ tendency to 
decline. 

As the new currency bill is now better understood, it attracts less hostility. Many 
persons who exaggerated the evil effects which it threatened to produce in the 
financial system, finding that their calculations have proved incorrect, seem now to 
be disposed to err as much in the opposite direction; and they complain that the 
law is a nullity. If any one thinks the law a nullity, he may be undeceived by 
reference to our list of new banks for the last four months. A glance at our tabular 
exhibit of these institutions will suggest abundant evidence that the financial legisla- 
tion of the last session has given an impulse to the banking movement in the 
Western States. Still, on the other hand, it is probable, from the facts so far as 
they have at present developed themselves, that the demand for increased banking 
facilities in the West and South was not so urgent as it had been represented. 

The error of those who supposed the contrary was a very natural one. Finding 
that the farmers all over the country are compelled to pay very high rates for money, 
and especially that the rates exacted for mortgage loans have shown of late years a 
tendency to rise, these men have argued that this notorious evil would be corrected 
if banks were made more plentiful. A little reflection would have shown them that 
they had chosen the wrong remedy. Banks are essentially mercantile institutions, 
and the want to be supplied was not a mercantile want. It was not commercial 
facilities for short loans that the necessities of the West and South called for; but 
what was required was long loans on landed security, rather than short loans on 
mercantile credit. Making due allowance for both these opposite errors, which 
extensively prevailed with regard to the new law, that statute must be acknowledged 
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to have begun to work satisfactorily, and when Mr. Spinner's redemption 
bureau is in full activity again, the whole machinery of the bill can be better judged 
on its merits. j 

The rates for money have shown for the last day or two a disposition to irregu- 
larity. Time loans are easy. Call loans have ruled at 2 to 3 per cent. The 
quotations for commercial paper are 5% to 7 per cent. for prime three and four 
months, while lower grade passes at 8 per cent. From the decline in the deposits 
of the New York banks we see the healthful movement of capital to the interior, in 
consequence of the autumn activity, of the movement of the crops, and the require- 
ments of the merchants. The amount which the Clearing-House banks have lost 
during the month is nearly seven millions in deposits, the aggregates being made 
up on declining averages, and showing that the movement is still going on. The 
legal tenders have fallen four millions, and the specie nearly five millions, as will 


be seen from the subjoined table: 
Legal Weekly 
1867, Loans. Specie. Tenders. Circulation. Deposits. Clearings. 


279,084,900 .. 18,891,300 .. 65,604,700 .. 25,662,400 .. 234,746,000 .. 373,742,142 
280,867,800 .. 19,863,100 .. 65,325,900 .. 25,605,700 .. 237,882,500 .. 390,896,790 
280,569,200 .. 19,952,100 .. 64,804,800 .. 25,638,600 .. 236,840,800 .. 404,199,713 
279,539,400 .. 18,919,900 .. 65,700,400 .. 25,625,800 .. 236,460,800 .. 405.048,051 
281,277,000 .. 18,374,200 .. 63.966,100 .. 25,419,600 .. 236,925,900 .. 516,055,766 
281,377,800 .. 16,946,700 .. 62,394,200 .. 25,115,800 .. 233,471,200 .. 481,795,675 
282,275,200 .. 15,007,800 .. 60,697,000 .. 25,060,500 .. 230,222,700 .. 465,875,347 


It is interesting to compare with this movement the corresponding changes of the 
Boston banks, which are reported below. The deposits show an increase during the 
early part of the month, with a subsequent decrease; the former movement being 
due to the payment of dividends. 


Loans. Specie. Legal Tenders. Circulation. Deposits. 


122,872,700 ... 2,075,400 ... 11,122,500 ... 25,614,400 . 74,113,500 
120,001,600 4 922,600 ... 8,939,300 ... 25,519,400 ... 64,623.200 
122,947,000 ... 1,935,400 ... 11,267,600 ... 25,487,700 ... 73,218,900 
123,417,600 ... 1,121,500 ... 10,733,200 . 25,490,200 ... 68.625,500 
119,788,400 ... 1,849,400 ... 9,045,400 . 26,139,100 ... 59.399.200 
124,287,10@ ... 3,513,80c ... 10,466,300 ... 25,791,600 ... 70 219,200 
125,276,300 ... 4,244,300 ... 11,244,400 ... 26,641,900 ... 73.374,100 
126,491,900 ... 3,481,600 ... 10,904,000 ... 25,567,600 ... 75,969,000 
127,896,700 ... 3,123,600 ... 10,564,100 ... 25,460,300 ... 79,330,200 
126,615,900 ... 2,806,300 . 10,515,200 ... 25,606,900 ... 76,4€0,400 
125,259,000 ... 2,364,100 » 113,275,300 ... 25,385,900 ..: 75,940,900 
127,336,200 ... 2,070,000 ... 11,015,100 ... 25,221,600 ... 75,916,600 
128,106,900 ... 2,122,500 - 11,427,300 ... 25,200,400 ... 76,030,700 
127,883,200 ... 2,571,200 ... 11,244,600 ... 25,102,000 ... 78,594,800 
129,490,600 ... 3,594,400 ... 10.631,500 ... 24,563,500 ... 78,773,600 
130,414,300 ... 3,562,800 ... 9,669,200 ... 25,161,700 ... 77,027,400 
130,199,100 ... 3,561,800 . . 9,995,700 ... 25,118,900 ... 76,647,500 
130,357,000 ... 3,548,400 ... 9,690,300 ... 25,130,600 ... 76,285,200 
130,402,100 ... 3,439,800 ... 9,434,100... 25,179,400 ... 75,249 900 
129,158,400 ... 3,372,800 ... 9,393,100 ... 25,238,100 ... 74,686,900 
129,299,000 ... 4,325,000 ... 9,468,600 ... 25,296,100 ... 73,919,800 
129,696,600 ... 2,753,200 ... 9,745,200 .., 25,166,800 ... 73,716,700 
130,460,200 ... 2,640,200 ... 9,336,000 ... 25,104,900 ... 74,423,300 
131,286,600 ... 2,670,400 ... 9,214,400 + 25,013,200 ... 75,099,800 
131,583,600 ... 2,436,000 ... 8,715,600 ... 25,112,700 ... 74,628,300 
131,940,400 ... 2,253,800 ... 8,750,100 ... 25,030,400 ... 73,614,900 
131,818,100 ... 2,183,300 ... 8,587,800 ... 25,010,600 ... 75,858,700 
132,527,600 ... 1,927,600 ... 7,958,300 ... 24,955,700 ... 75,972,200 
132,563,100 ... 1,714,600 ... 7,491,400 ... 24,941,300 ... 75,382,900 
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At the Stock Exchange there is a firm tone in the market for investment securi- 
ties. An advance of 1 per cent. in the Bank of England rate was announced on the 
15th inst., but the diminished money facilities in London have not produced any 
notable effect upon the quotations for Government bonds, either here or abroad. 
For five-twentiecs and for the new fives there is a steady demand from savings banks 
and trust companies, which are now less disposed than formerly to place their funds 
in inferior securities, even where they are not restricted by law. The Secretary of 
the Treasury has announced that he will pay the November interest without rebate, 
on and after the 26th inst. Some rumors have been current as to the Syndicate, 
which were probably started for the sake of influencing the market. We are in- 
formed that the prospects of the Syndicate are favorable. By the terms of their con. 
tract with the Treasury, their option extends to 1st February, 1875, prior to which 
time it will probably not be known whether they will decide to take or to refuse the 
balance of $ 119,000,000 of the funded fives of 1881. To meet the 55 millions of sub- 
scriptions to the funded fives, of which all but ten millions were from the Syndicate, 
Mr. Bristow has called 50 millions of five-twenties, and the interest on the last 10 
millions will cease Ist January. A full statement in detail of the numbers of the 
bonds comprised in these and the previous calls will be found on a previous page 
of this issue. In State bonds there is little doing, and prices are steady. Railroad 
bonds are firm and in demand for investment. In the share market there have been 
various fluctuations the first half of the month, showing a great amount of specula- 
tive activity. Gold and foreign exchange are firmer. Cotton bills are not coming 
forward so freely as was expected from the large port-receipts. The Liverpool mar- 
ket has been too low to admit of large shipments. Bankers have, therefore, been 
reluctant to draw, and the hardening of rates has been due to the uncertainty, 
rather than to any special activity in the demand. We append our usual 
quotations: 


QvoTATIONS: Sept. 24. Oct. 1. Oct. 8. Oct. 15. Oct as 
Gold..... Pere Te 109% “o 110% én 109% : 109% ‘s 110% 
U. S. 5-208, 1867 Coup. 116% wi 117 “¥ 117% sa 117% Pp 117% 
U. S. new Fives Coup 111% = 112% a 112% F 112% = 112% 
West. Union Tel. Co.. 78% er 80% ‘ 79% . 79% = 79% 
N. Y. C. & Hudson R. 101% . 101% . 101% “ 101% x Tor 
Lake Shore........... 76% ai 82 on 80% ani 78% ’ 8034 
Chicago & Rock Island 103% re 102% en 102% a 9814 4 98% 
New Jersey Central.. 105 os 106 a 103% af 104 104 
Msc xasaikananac 37% . 35% Ba 33% as 29% 30 
Bills on London....... 4-83 @4.84 ..4.84404.85 ..4.8414a4.85%.. 4.84 @4.84% ..4.8504.851% 
Treasury balances... $57,205,367 .. $56,725,503 .. $56,802,202 .. $56,456,182 .. $56,330,490 

Do. do. gold 55,325,334 -- 55595;520 .. 56,084,144 .. 57,110,996 .. 57,357,135 


In the financial circles some interest has been expressed in the meeting at 
Chicago between the Western Railroad Commissioners and the representatives of 
the railroads on the 15th inst. The general freight agents adopted a classification 
of freights, to go into effect November 25, as follows: Chicago to New York, first 
class, $1.50 per cwt.; Chicago to New York. second class, $1.10 per cwt.; Chicago 
to New York, third class, 85 cents per cwt.; Chicago to New York, fourth class, 
45 cents. per cwt. Cattle rates, Chicago to New York, were fixed at 55 cents 
per cwt., and from Chicago to Buffalo and Pittsburgh, pro rata on New York. Cotton 
rates were established at $1 per cwt. from Memphis and Nashville to New York, 
with the privilege of compressing the cotton. 

Another railroad item of financial interest is the probable settlement of the long 
deferred recognition by the Government of the completion of the Union Pacific 
and the Central Pacific railroads. During the term of office of Secretary Cox a 
report was made by a Commission, in which certain improvements were recom- 
mended to render the roads complete as first class railroads within the meaning of 
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the act of Congress. A commission recently appointed by the President has just 
completed an examination of the Union Pacific road, for the purpose of ascertaining 
whether it has been completed. The recommendations of this committee, if favorable 
will settle the status of the Union Pacific Railroad, and will give to the Company 
its entire land grant, amounting to some 12,000,000 acres. Both these Pacific Rail- 
road Companies are required by law to begin immediately after the acceptance of 
their roads, to pay into the Treasury of the United States 5 per cent. of their net 
earnings toward meeting the principal and interest of the bonds advanced by the 
Government for the construction of the roads. 


The September reports of foreign commerce at this port are not quite so tavora- 
ble as those of last year. The imports for the month amount to $31,371,083 against 
$ 30,648,996 in 1873, and {36,379,005 in 1872. The aggregates for the nine months 
compare as follows in gold values: 

Foretgn Imports at New York for Nine Months from Fanuary 1. 
1872. 1873. 1874. 
Entered for consumption........ $ 159,292,057 B 143,353,313 $ 138,116 499 
Entered for warehousing 147,989,463 100 371,260 89,983,542 
Pe radenncdsdenesnsnes 37,998,958 67,960,217 83,056,936 
Specie and bullion 3,901,492 5,037,889 


Total entered at port $ 350,282,961 $ 315,586,282 $ 316,194,866 
Withdrawn from warehouse 127,863,482 m 96,840,250 ........ 84,840,254 

The exports show a decline, which, in part, is due to the check given to the out- 
ward movement of breadstuffs. The total exports for September, exclusive of specie, 
were $21,690,714 in 1874, against $25,799,042 in 1873. The exports since January 1 
compare as follows, the domestic produce being computed in currency and the 
other exports, for the most part, in specie: 


Exports from New York to Foreign Ports for Nine Months from Fanuary t. 
1872. 1873. 1874. 
Domestic produce $ 158,102,659 $ 206,756,640 $ 209,263,000 
Foreign merchandise, free............. 1,147,343 1,618,167 1,622,654 
do. dutiable 7,418,010 6,877,128 5»275,900 
Specie and bullion............... .. 58,382,370 41,559,101 42,661,234 


Weld GRO. 65c5cinnsises ss ... ++ § 225,050,382 $ 256,811,036 $ 258,822,794 
do. exclusive of specie....... 166,668,012 215,251,935 216,161,560 


DEATHS. 
In NEW YORK, on October 19th, aged seventy-nine years, JouN A. STEVENS, 


President of the BANK OF COMMERCE, from its organization in 1839 until 1866. 


In NEW YORK, on Wednesday, October 21st, aged seventy years, THOMAS DENNY, 
of the firm of THOMAS DENNY & Co., bankers. 





